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New York Escrows 


If you have any documents pertaining to New York real 
estate to be placed in escrow pending completion of any 
agreement in New York City, we are equipped to act as 
escrow agevit with efficiency and at moderate cost. 


For over fifty years, we have been closing real estate 
contracts for our clients and have acquired the necessary 
experience to solve the various difficulties that ofttimes arise 
in connection with real estate. 


Title Guarantee and Trust Company 


176 BROADWAY 175 REMSEN STREET 
NEw YorRK BROOKLYN 


QUALIFIED 


In all types of fiduciary service . . . the pro- 
bating of wills, estate management, as regis- 
trar and transfer agent .. . The Northern 
Trust Company of Chicago is qualified 
through forty-five years of experience. Corre- 
spondence is invited. 


THE NORTHERN 
TRUST COMPANY 


NORTHWEST CORNER LASALLE AND MONROE STREETS CHICAGO 





COMPLETE 
TRUST SERVICE 


The Trust Department of Mercantile- 
Commerce is complete. Years of experi- 
ence have developed extensive facilities 
for the handling of every phase of cor- 
porate and individual fiduciary business. 

Correspondence is invited from those 
desiring complete and responsible trust 


service in this territory. 


Mercantile-Commerce 
Bank and Trust Company 


Locust ~ Eighth ~ St. Charles 
St. Louis 
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CHARTERED 1836 


GIRARD TRUST COMPANY 


EFFINGHAM B. MORRIS ALBERT A. JACKSON 


Chairman of the Board President 


If you contemplate establishing a 
banking connection in Philadelphia 
the Girard Trust Company invites 


your consideration of its facilities. 


BROAD AND CHESTNUT STREETS, PHILADELPHIA 


Vember Federal Reserve System 
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This Company Acts as Executor, Administrator, Trustee, Guardian, 
Committee, Court Depositary, and in All Other 
Recognized Trust Capacities 


It Holds and Manages Securities and Other Property, Real and Personal, 
for Estates, Corporations and Individuals 
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Highlights of Mid-Winter Trust Conference 


“We believe that the best service 
can be extended to beneficiaries only 
if the trust administration is per- 
mitted proper freedom of initiative 
and operation, within the limits pro- 
posed by law and conservative prac- 
om. ° ** 

“In connection with the manage- 
ment of trusts there has been more or 
less selling of mortgages and other 
securities, owned by trust institu- 
tions, to their trust estates, and like- 
buying for themselves mort- 
gages and other securities from their 
estates. These transactions come un- 
der the heading of ‘self-dealing.’ We 
unalterably are opposed to this prac- 
tice, * * © 

“We suggest that mortgages or 
other investments purchased by the 
commercial department, for trust in- 
vestment purposes, be earmarked as 
such at the time of purchase, and ab- 
sorbed in the trust department within 
a specified time. * * * 

‘“‘Another practice we do not coun- 
tenance is that of the commercial de- 
partments of trust institutions pur- 
chasing from trust accounts assets 
which were originally in proper form 
but have since become undesirable as 
trust investments. That is an improp- 
er use of the institutions’ funds to 
which objection must be made. * * * 

“The only guarantees a_ trustee 
should give are those of honest, able, 
and efficient management.” 


wise 


Richard L 
Agent 
Philadelphia, on 
Policies,” 


Austin, Chairmar 
Federal Reservs 


Department 


From address of 
and Federal 
Bank of 


Examination 


Re serve 
“Trust 


page 130-135 


‘Any examination of trust instru- 
ments which would be worthy of the 
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name would involve the employment 
of examiners having not only a thor- 
ough knowledge of the law of trusts 
and related subjects but possessing 
also considerable experience in the 
administration of trusts. In fact, it 
does not seem possible that a really 
effective examination of trust instru- 
ments could be had unless the exam- 
ination were of a character about 
equal to a chancery proceeding, with 
counsel for all interested parties, 
guardians ad litem, Masters in Chan- 
cery and all the other things incident 
thereto. No stretch of the imagination 
is required to visualize the vast 
amount of additional work this would 
throw upon the trust companies. * * * 
As present fees for trust service do 
not make any allowance for such ad- 
ditional examination expense, it is 
obvious that trust fees would have to 
be increased. Examinations 
should be effective, and in order to be 
effective, they must be simple enough 
to go directly to the important mat- 
ters, and consequently there must be 
some rational limit to their score.” 

From address of Harold Eckhart, Vice President 


and Secretary, Harris Trust and Savings Bank, 
Chicago, pages 139-140 


“Some of us may still feel that 
some of these trust department fig- 
ures or perhaps none * * * should be 
made public. Well, I am afraid that 
those of us who may feel this way, 
while inspired by the highest motives, 
are living in the wrong age. Fiduciary 
corporations are more or less public 
institutions and I feel we must get 
used to the life of the goldfish in the 
bowl and realize that the publication 
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of trust department assets is already 
in part an accomplished fact. They are 
here, and there is no question of the 
‘why’ and ‘wherefore.’ 

| m addre of France A. Zara, Assistant Vice 


President, City Bank Farmers 
s York ( 


Trust Company, 


pare i 7-138 


“The present increased scope of 
examination would seem a good thing, 
but let us work with the Federal Re- 
serve authorities to keep it within 
healthful limits and to prevent the 
trust business being hampered by too 
technical or too theoretical require- 
ments.” 


“The man with a $5,000 trust is as 
important in his own eyes as the man 
with a million dollar trust. As repre- 
sentative of a group, he is far more 
important in a republic because in 
political strength he outnumbers 
those with large accounts. 

“I do not think that the American 
public is anxious for a Public Trustee 
such as they have in England, but 
they will demand such service at the 
hands of the government unless the 
chartered institutions rendering trust 
service can meet their needs.” 


D Harold Stonier, 


American Banke 


“The problem (of the common 
trust fund) seems to be one of apply- 
ing mass investment methods to the 


trust field in a way that will provide 
liquidity and flexibility, without de- 
stroying the elements of individuality 
in each trust account. 

‘Phe question has been a very in- 
portant one as to whether the common 
fund would be taxable as an entity, 
or Whether the fund would act merely 
as the conduit through which income 
capital gains and profits and losses 
would reach the participant in the 
fund, which items would then only be 
taxed in the hands of such participant. 
The importance of this will be evident 
when you consider that.if the fund is 
taxable as an entity and the distribu- 
tion of income is again taxed in the 
hands of the distributee, the double 
taxation just eliminates the fund 
from consideration as a medium for 
trust fund investment. 

“May I urge you to study the ques- 
tion thoroughly, to advise the com- 
mittee of any ideas you may have for 
the betterment of the forms or meth- 
ods now in use or proposed from time 
to time, and above all to work with 
your legislators for the enactment of 
proper laws when the time for that 
comes.” 


Carl W. 


Trust 


Fenninger, Vice- 
Company, Philadel- 


From address of 


President, Provident 
phia, pagés 144-148 


“There is no thought or presump- 
tion of raising an issue between the 
independent trust department and 
the branch trust office, but considera- 
tion is suggested of branch offices for 
trade areas which according to a sur- 
vey will not support an independent 
trust department. At present there 
are branch trust offices in 18 states, 
and it is well to consider the estab- 
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given 
inde- 


lishment of a branch in 


that will 


any 


area not support an 


pendent institution.” 


“It is, of course, making a fur coat 
out of the bear’s hide before you get 
down your gun, to estimate the mar- 
ket for the creation of pension trusts 
at this time, but it is interesting to 
know that the sum involved will not 
fall far short of ten billions of dollars. 
The administration of those trusts 
should not only prove profitable to 
such trust companies as May aggres- 
sively seek that business, but it will 
extend to a marked degree the pres- 
tige and the influence of those better 
trust companies to whom the business 
will gravitate.” 

From address of L. G. Hanme 
ion Department, Johnso1 


Admir 


pages 164-16 


Francisco, on ‘Trust 


Funds,” 


“If there is anything more confus- 
ing than the sporadic and kaleido- 
scopic changes in the tax picture. | 
have yet to see or hear of it. * 
Pending some sort of a simplification 
of this tax turmoil and hurly-burly, | 
bespeak your earnest consideration of 
the question as to just how far we 
should hold ourselves out to the pub- 
lic as being the last word in matters 
of taxation. * * * 

“Since the re-enactment of the gift 
tax, there has been a great deal of 
publicity on the part of trust com- 
panies as to the desirability, from a 
tax standpoint, of creating immediate 
trusts so as to save the rate differen- 
tial between the Federal estate tax 
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The wisdom of 
well be ques- 


and the gift tax. 
such advertising may 
tioned. * * * 

“There is another aspect of the 
situation that is entitled to your con- 
sideration, to wit, as to how far we 
can go in the offering of tax advice 
to the public before we lay ourselves 
open to the charge of practicing law.” 
Vice 


Balti- 
Relationship of Trusts to Tax 


From address of Robertson Griswold, 
President, Maryland Trust 
nore, on “The 


Savings,’ pages 159-164 


Company, 


“Sound, sustained good will for 
trust institutions is dependent, in the 
long run, upon taking trust education 
to all the people, and not limiting it to 
those who may be immediate or even- 
tual trust customers. * * * 

“Good trust advertising and good 
personal representation are profitable 
accessories to good trust service, not 
substitutes for it. * * * 

“From the whole Trust Division or- 
ganization comes beth an earnest ap- 
peal and a sincere invitation to a long 
association in a great nationwide 
movement helpful to trust business, 
trust institutions, and the public as a 
whole.” 


f James | 


“Tt would be a grand idea for bank- 
ers to reconsider the relative impor- 
tance of dignity, completely relax, for- 
get the mistake complex, and deal 
with the pyblic through advertising 
in the same way that they discuss 
banking problems and functions with 
friends across the dinner table. * * * 

“T believe that trust service is 
necessary and useful in the present 
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scheme of things, that it has much 
to be proud of, that it performs eco- 
nomic and social services for which 
the public should be grateful, that it 
should shake off any inferiority com- 
plex from which it may be suffering, 
and through advertising as well as by 
other means make a fresh and vigor- 
ous attempt to explain its value to the 
community and spread its activities 


and usefulness to the widest possible 


extent.” 


From address of G. M. Hubbard, President of 
Doremus & Company, New York, pages 176-178. 


“It may be generally said that a re- 
turn of even this modest rate (4%) 
can be realized only by making a con- 
cession in quality of security or by the 
payment of such high premiums 
above par value as to call into ques- 
tion the wisdom of the purchase. * * * 

“T think that all things considered, 
it would be well, under existing condi- 
tions, to employ new funds in Govern- 
ment bonds, at least in substantial 
measure, since the difference in yield 
as compared with other forms of high 
grade bonds, is not so great as to pre- 
clude such consideration and Govern- 
ments will doubtless remain the most 
liquid and stable market-wise, pend- 
ing the arrival of a more propitious 
time to reassort the portfolio.” 


From address of William L. Hildeburn, Second 
Vice-President, The Chase National Bank, New 
York City, on “Trust Investment Problems of 
Today,’ pages 168-170. 


“It may be better in the long run 
for an individual or a trust fund to 
put amortization payments aside un- 
invested than to get a big loss on the 
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mortgage some day. Doesn’t it really 
get down to a slightly less return on 
the whole estate, plus some bookkeep- 
ing annoyance? At any rate amortiza- 
tion in my opinion should be the rule 
rather than the exception as far as all 
mortgage loans are concerned.” 


From address of Philip A. Benson, President, 
Dime Savings Bank, Brooklyn, N. Y., on “The 
Real Estate Mortgage Situation,” pages 175-176. 


“What we need is not more detailed 
training but the development of the 
mind. * * * If we succeed in this effort 
we will develop capable bankers; in- 
dustrialists and professional men and 
best of all intelligent citizens. * * * 
There can be no individual success, no 
stable representative government 
founded upon emotional instability ; 
irresponsible action; mental laziness 
and ignorance.” 


From address of William Mather Lewis, Presi- 
dent, Lafayette College, Easton, Pa., pages 
181-182. 


“The legal list has too long given 
a false sense of security and in the 
future must be modified in the light 
of lessons learned from the invest- 


ment experience of this 
mm **>* 

“It is to be hoped that trust offi- 
cers, who because of their direct per- 
sonal relations with the individual 
beneficiaries are more conscious of the 
need of protecting trust investments, 
will take the leadership in effecting 
this necessary reform in our financial 
system.” 


depres- 


From address of George W. Edwards, chairman 
of the department of economics, College of the 
City of New York, pages 170-172. 





Trust Department Examinations 


Chief Topic of Discussion in Mid-Winter Conference Program— 
Comments by Little and Hecht — Letter from Eccles — 
Address and Symposium 


RUST department examinations 
were discussed at greater length 
than any other topic at the six- 
teenth Mid-Winter Trust Conference 
held in New York City February 12-14 
by the Trust Division of the American 
Bankers Association. 

Leon M. Little, Vice-President, New 
England Trust Company, Boston, in his 
opening address as president of the 
Trust Division, referred to the inaugura- 
tion of such examinations under Federal 
Reserve direction as the chief happening 
of the year. 

“Regardless of how we may react to 
its application, which is largely a ques- 
tion of personalities—and from what I 
have heard, I am somewhat reluctantly 
forced to the conclusion that where 
sharp differences of opinion have arisen 
during examination the bank in question 
was not less than fifty per cent. at fault 
—we must all agree that in theory it is 
excellent, and I am sure that the very 
great majority of us, if not all, feel that 
it might well have been inaugurated 
years ago to our very considerable 
benefit. 

“To those examiners who are present, 
and to those of their superiors who may 
be here, I want to say for the Division 
that we believe their work is founded on 
the proper fundamental principle of 
examination, that is, on the basis of 
assistance to the department, and that as 
time goes on they will see in each bank 
an improvement based on their recom- 
mendations, and further, that the Divi- 
sion stands willing to aid insofar as it 
properly can, this constructive work in 
which they are engaged.” 


Comment by Rudolf S. Hecht 


Referring to the same subject, the 
president of the American Bankers As- 
sociation, Rudolf S.. Hecht, Chairman, 


Hibernia National Bank, New Orleans, 
said: “It is my understanding that the 
Comptroller’s office has set up a most 
efficient staff in Washington to supervise 
this special work, and that the examina- 
tions of national banks are being con- 
ducted on a uniform basis. I am also in- 
formed that in each one of the twelve 
Federal Reserve Districts there have 
been added to the ordinary examining 
staff some experienced men who thor- 
oughly understand the trust business, and 
are therefore capable of making intelli- 
gent examinations which are not only 
valuable to the supervising authorities 
but to the member banks themselves. 

“I think I am safe in saying that the 
trust officers of all of these banks are 
well satisfied with these arrangements, 
and that their only desire is to get as 
much uniformity into these examinations 
as possible. This is a little more difficult 
in the examinations of trust departments 
of banks which are not national banks 
because there are twelve separate au- 
thorities directing the examinations of 
such banks. 

“It will interest you to know, how- 
ever, that during a recent visit to Wash- 
ington I had occasion to discuss this 
phase of the situation with the Federal 
Reserve Board authorities, and received 
their assurance that they are doing 
everything possible to standardize these 
examinations throughout the twelve dis- 
tricts. Only on Monday I received a let- 
ter from Governor Eccles, from which I 
would like to quote the following: 

‘As you are probably aware, last year 
the Board prepared a standard form of 
examination report for use by exam- 
iners for the Federal Reserve Banks in 
examinations of State member banks, 
and it is the trust section of such re- 
ports to which Mr. Sargent refers in 
his letter. At the time of the prepara- 
tion of this standard form of examina- 
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tion report, the office of the Comptroller 
of the Currency revised the form of 
examination report used by the national 
bank examiners and the Federal De- 
posit Insurance Corporation was pre- 
paring its new form. The trust depart- 
ment sections of the three forms of 
report are practically identical. It is 
understood, also, that the standard 
form of examination report prepared 
by the Board is being adopted in whole 
or in part by some State banking de- 
partments. 

‘The Board has been instrumental in 
the appointment of one or more trust 
examiners at each of the Federal Re- 
serve Banks, and, as a preliminary step 
toward the coordination of trust de- 
partment examination procedure, a con- 
ference was held in Washington in 
September, 1934, which was attended 
by the trust examiners for the twelve 
reserve banks. The conference included 
a round-table study and review of that 
part of the examination report form 
relating to trust department activities, 
as well as the procedure to be followed 
in the examination of trust depart- 
ments and a discussion of the problems 
encountered in such examinations. 

‘It is contemplated that similar con- 
ferences will be held periodically, with 
a view to the interchange of ideas and 
experiences, and to standardization of 
trust department examination methods 
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and routine. It is also contemplated 
that as important problems arise in con- 
nection with the examination of trust 
departments of State member banks 
they will be referred to the Board for 
consideration, and any rulings of gen- 
eral interest will be transmitted to all 
of the Federal Reserve Banks. It is 
believed that through the holding of 
conferences as outlined above, the cus- 
tomary review made of the reports of 
examination by the Board’s Division of 

Examinations in Washington and rul- 

ings of the Board from time to time, a 

satisfactory degree of uniformity may 

be obtained in the examination of the 
trust departments of State member 
banks, with due allowance, of course, 
for the variations necessary due to the 
difference in State laws and the nature 
of the fiduciary business handled. How- 
ever, any suggestions or recommenda- 
tions which The American Bankers 

Association may wish to make in con- 

nection with the supervision of fiduciary 

matters in member banks will be wel- 
comed and will be given careful con- 
sideration.’ 

“Trust Department Examination Poli- 
cies” were discussed in detail in the sec- 
ond session of the Conference by Richard 
L. Austin, and his address was followed 
by a symposium on “Reactions to Pres- 
ent-Day Examination Procedure.” 





Federal Reserve Policies in Examining Trust Departments 


Discussed by Chairman, Third District 


ICHARD L. AUSTIN, Chairman 
R of the Board and Federal Re- 
serve Agent, Federal Reserve 
Bank of Philadelphia, prefaced his dis- 
cussion of “Trust Department Examina- 
tion Policies” by outlining the extension 
of Federal supervisory power over bank- 
ing institutions since February 25, 1915, 
when the first fiduciary permit was is- 
sued to a national bank, and by listing 
the subjects considered at the four-day 
conference of trust examiners held in 
Washington several months ago. 
Continuing, Mr. Austin said: 
“Our trust department examination 
policies really are arranged with the pur- 
pose of having the operations of trust 


departments conform to the objectives 
expressed in your ‘Statement of Trust 
Principles.’ Our trust department exam- 
ination report form covers directly or in- 
directly twenty-three of the thirty-one 
subjects summarized in that statement, 
and therefore we are satisfied that our 
examination procedure is well founded. 

“We generally find two branches of 
trust business handled -in trust depart- 
ments, one—that of individual and cor- 
porate trusts; two—that of trusts creat- 
ed by the institution, such as mortgage 
pools, and similar matters, which really 
are matters of the commercial depart- 
ment of the institution, though handled 
in the trust department. 


TT Boartedz« I” 


“In examining the personal trusts our 
duty is to see that the corpus of the trust 
is in the possession of the trustee, that 
it is properly accounted for by accurate 
controlling accounts, that the conditions 
of the trust instruments scrupulously are 
met, that the laws regarding trusts are 
obeyed, and that the payment of income 
and final disposition of the estates prop- 
erly are made. We examine the invest- 
ments and confer with trust officers 
regarding them, keeping in view that 
investments of trust funds are controlled 
by the provisions of the trust instrument 
and by law, that certain principles and 
practices as to the investment of such 
funds have been recognized as sound, 
and generally adopted by leading institu- 
tions and authorities. We regard all this 
as tending to assist our banks in having 
the conduct of their trust departments 
conform to your ‘Statement of Trust 
Principles.’ 


Annual Audits by Certified Accountants 
Recommended for Small Banks 

“You are not interested now in a dis- 
cussion of the methods employed in veri- 
fying trust assets, proving balances, and 
reconciling accounts. That is a matter of 
detail, the scope of which depends to a 
considerable extent upon whether or not 
the department under examination has 
the benefit of comprehensive audits, by 
an internal organization responsible to 
the board of directors. Incidentally, our 
experience leads us to believe that insti- 
tutions too small to maintain an inde- 
pendent audit department should have 
annual audits by certified accountants. 

“In an examination, the examiner ex- 
pects to find that trusts are being admin- 
istered in a separate department under 
the management of officers designated by 
the board of directors, and whose duties 
and qualifications carefully have been 
prescribed by them. We believe, however, 
that the best service can be extended to 
beneficiaries only if the trust administra- 
tion is permitted proper freedom of initi- 
ative and operation, within the limits 
proposed by law and conservative prac- 
tice. 

“In the event of the discovery of any 
incompetency, carelessness or failure as 
to the proper compliance with trust re- 


sponsibilities, or neglect, properly to 
execute the policies established by the 
trust committee or controlling body, a 
report is made to the board of directors 
with the suggestion as to the corrective 
action felt to be required. 


Trust Estate Committee Most Important 
Feature of Organization 


“T presume we all shall agree that one 
of the most important features of a trust 
department organization is the trust 
estate committee. The members of this 
committee should be selected carefully by 
the board of directors, and should em- 
brace persons best qualified by experience 
and aptitude for the work to serve there- 
on. Its purpose should be threefold: 


first—generally to supervise the work of 
the trust department, sitting, not just as 
a critical body, but as a consultative 
group, to which the trust officers may go 
for supervision and help; second—as an 
advisory board, from which the directors 
may expect to receive expressions of 


judgment as to the work and policies of 
the trust department; and third—to keep 
the board at all times in touch with the 
trust responsibilities of the company. 
“The examiner ascertains and reports 
on the functions and scope of the activity 
of the trust committee, and offers sug- 
gestions, wherever warranted, dealing 
with the manner in which it appears 
the committee may make its work more 
effective. It is expected that the com- 
mittee will maintain a proper record of 
its actions and that periodical reports 
thereof will be made to and be acted upon 
by the boards of directors. This com- 
mittee should constitute the internal gov- 
erning authority exercising control over ~ 
all trust department operations. All im- 
portant trust activities, and particularly 
all policies to be employed in the opera- 
tion of the trust department, should be 
approved by this committee. It may be 
that the volume of work in a large insti- 
tution may necessitate the augmenting 
of internal supervision through the ap- 
pointment of real estate, mortgage, in- 
vestment or similar committees. We rec- 
ognize, of course, that the volume and 
nature of trust business in small institu- 
tions may not require the designation of 
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a trust committee, and it is suggested, in 
such instances, that the board of direc- 
tors exercise direct supervision over the 
trust department activities. We note with 
satisfaction the appointment of trust 
committees in many State member banks 
during the past year. Medium sized in- 
stitutions are coming to realize, more and 
more, that competent management re- 
quires the active functioning of such a 
committee. 


Investment Policies Receive Careful 
Attention of Examiners 


“It already has been stated that exam- 
ination procedure provides for a review 
of important policies, no one of which is 
more vital than that relating to invest- 
ments. We review this policy as it relates 
to safety of principal, income return, and 
the legality of the investment. We do not 
presume to be investment counsellors, but 
proper supervision makes it incumbent 
upon us to ascertain the general quality 
of investments. A trust committee is ex- 
ercising the cardinal virtue of prudence 
when its investment policy is based, fun- 
damentally, on providing for the safety 
of the principal and a proportionate in- 
come. There has been noted, during the 
past year, an increasing tendency on the 
part of trust committees to revise invest- 
ment programs so as to comply more 
completely with this policy. It is a well 
established fundamental of proper trust 
administration that a trustee must not 
speculate or entertain hope of achieving 
profits for estates through the assump- 
tion of risks. 

“Careful analysis and approval by the 
trust committee should precede the pur- 
chase of trust investments. In large in- 
stitutions it has been found practical to 
adopt the use of an approved list of 
investments in order to facilitate the 
work of the investment officers. 

“Legal and moral responsibility render 
necessary the periodical review and 
appraisal of trust assets for the purpose 
of deciding whether or not certain invest- 
ments should be retained. Even though 
authority is contained in the will or trust 
instrument to retain investments left by 
the decedent or other creator of the 
trust, the responsibility of reviewing 


such investments continues to exist. Our 
suggestions covering this duty, however, 
refer particularly to the need of review- 
ing unauthorized investments, retained 
in the absence of specified authority to 
do so. The controlling principle with 
regard to such investments clearly has 
been expressed by jurisdictions which 
limits the investment of trust funds, and 
it is now recognized that disregard of 
that principle is unpardonable in the eyes 
of the law. 

“Frequently, in taking charge of an 
estate, the trustee comes into possession 
of securities which the will or trust in- 
strument does not authorize to be held 
as investments for the funds of the 
estate. In normal times such securities 
promptly should be sold. Very frequently, 
however, the conditions of the sale of 
such securities are unfavorable; they 
cannot be disposed of promptly without 
sacrifice, and it has been the custom of 
the courts to allow trustees to hold such 
securities (often spoken of as non-legal 
investments) until the conditions for 
their sales are more satisfactory. At 
times such securities have been held too 
long and the trustees has been criticized 
and perhaps surcharged. It is these 
potential liabilities we are striving to 
avoid. Therefore, it is the holding of such 
securities that our examiners especially 
are required to watch. 


Diversification, Income Return and Advances 
to Beneficiaries 


“The investment policy should provide 
for proper diversification. The statutes of 
most states appear to be silent on this 
subject, but courts in recent opinions 
have referred to the wisdom of this 
policy. Further, provisions should be 
made for the prompt investment of avail- 
able trust cash. 

“Involved in the making of invest- 
ments is the question of income return. 
Anyone who has handled trusts knows 
that no income ever is sufficient, so far 
as the average eneficiary is concerned, 
and that the trustee very often is com- 
pelled to submit to much unjust criticism 
for failure, due, it is claimed, to lack of 
judgment and diligence, to secure invest- 
ments which pay a satisfactory rate of 











interest. How often he is praised for 
making sound investments and preserv- 
ing the principal of the estate one does 
not hear. The statistical information that 
is available to a fiduciary would seem to 
make it possible for him to be conversant 
with standard securities; this, together 
with his own investigations, should make 
it feasible to obtain safe investments 
yielding a reasonable return of income. 
Probably many safe investments can and 
will be made in real estate mortgages, 
and if so, such mortgages generally 
should provide for periodical reductions 
of the principal and not be allowed to 
run for years at the original amount of 
the obligation as has been customary. 

“Many times the principal of an estate 
or a part of it will remain with the 
trustee for a short or moderately short 
time. In such cases, the investments of 
principal should be made so that funds 
will be available to make the distribu- 
tions without sacrificing the assets of 
such estate. There are many instances 
where the necessity of making payment 
of a part of the principal has been over- 
looked by the trustee in investing the 
funds of the estate, and to make such a 
payment a loss was incurred unneces- 
sarily. 

“Sometimes a trustee is justified in 
making advances in anticipation of in- 
come or principal to be collected. Such 
advances generally, but we think im- 
properly, are called overdrafts and also 
many times are improperly made by the 
trustee from uninvested funds of other 
trusts. We doubt if there is an estate 
managed by any trust company, the trust 
instrument of which authorizes its funds 
to be used in that way. When such ad- 
vances are made they should be made by 
the commercial department of the com- 
pany and entered as an advance or a 
loan. 


Adequacy of Fees and Attitude Towards 
Small Accounts 


“It is desirable that the trust com- 
mittees adopt a sound policy regarding 
new business, based upon receiving ade- 
quate fees for the work to be done. With- 
in the comparatively recent past too many 
companies have competed for business on 
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the basis of inadequate fees. Not long 
ago it was the practice for a person con- 
templating the creation of a trust to 
approach corporate fiduciaries for terms 
for handling it, for the purpose of plac- 
ing the trust with the one making the 
most favorable bid. The natural, inev- 
itable result of this practice, in too many 
instances, was either insufficient service 
and inadequate administration for the 
beneficiaries, or unprofitable operation 
for the trust department. 

“Small accounts will have to be taken, 
but they should be accepted with dis- 
crimination. Many of them really will 
not need trust service. One of our ex- 
aminers recently examined a trust de- 
partment which had 338 so-called trust 
accounts, 88 per cent of which were 
accounts with principal balances of less 
than $10,000. For the majority of these 
accounts trust service was not needed, 
and it is hardly necessary to say that 
this particular trust department was 
operating at a loss. As an expression of 
what seems to be an improper attitude 
towards this matter, a prominent trust 
official is reported to have remarked, ‘I 
do not care if my trust department does 
operate at a loss, provided the bank as 
a whole shows an operating profit.’ This 
viewpoint probably is extreme and surely 
is not shared by many trust executives 
or supervising authorities. 

“In connection with the management 
of trusts there has been more or less 
selling of mortgages and other securities, 
owned by trust institutions, to their trust 
estates, and likewise buying for them- 
selves mortgages and other securities 
from their estates. These transactions 
come under the heading of ‘self-dealing.’ 
We unalterably are opposed to this prac- 
tice. The principal involved in this atti- 
tude is well expressed in the following 
quotation from Chapter 19 of the second 
volume of Trust Business: ‘A trust in- 
stitution should not buy or sell to its 
estates or trusts any securities or other 
property in which it or its affiliates has 
any financial interest, and should not 
purchase for itself or its affiliates any 
securities or other property from its 
estates or trusts.’ Many violations of this 
principle have been reported to super- 
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vising authorities. Section 20 of the 
Banking Act of 1933, which requires the 
severance of investment affiliates from 
member banks, should accelerate the gen- 
eral acceptance of the fundamental prin- 
ciple governing self-dealing. 

“We suggest that mortgages or other 
investments purchased by the commercial 
department, for trust investment pur- 
poses, be earmarked as such at the time 
of purchase, and absorbed in the trust 
department within a specified time. In 
certain states, we understand, this re- 
quirement is now contained in the 
statutes. 

“When a mortgage or other asset, held 
in a particular trust account, is to be sold 
to another trust, it absolutely is neces- 
sary that such sale and purchase be made 
at the value of the security at the time 
of sale. If that value is not ascertainable, 
in fairness to the estate, such sale and 
purchase should not be made. 

“Another practice we do not counte- 
nance is that of the commercial depart- 
ments of trust institutions purchasing 
from trust accounts assets which were 
originally in proper form but have since 
become undesirable as trust investments. 
That is an improper use of the institu- 
tions’ funds to which objection must be 
made. 


Other Operating Practices Subject to 
Examination 


“Other operating practices which are 
subject to examination and review are 
as follows: 


1—The proper filing of accounts with 
courts of jurisdiction and with benefi- 
ciaries. The trustee’s duty to keep and 
render accurate accounts should be fully 
understood. Accounting systems should 
be modern and adequate so that full de- 
tailed information is available for ren- 
dering such accounts. The systems also 
should permit of expansion. 

2—When there are co-fiduciaries, 
whether or not they are consulted before 
taking important action. 


3—The obtaining of opinions from com- 
petent counsel in connection with impor- 
tant matters. 


4—The pledging with the trust depart- 
ment of adequate security for the protec- 
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tion of uninvested trust funds deposited 
in the commercial department. 


5—The separation of assets belonging 
to each trust from all other trusts. 


6—The providing for deposit insurance 
protection for uninvested trust funds. 


7—The keeping of proper records of 
all liabilities of the trust estates, as well 
as of all the assets pledged to secure 
them. It is found that a need exists for 
the development of proper practice in 
recording and controlling liabilities of in- 
dividual estates. 


The examiners are instructed to de- 
termine the nature and amount of any 
liabilities incurred by trust departments 
growing out of possible errors made in 
the management of estates. These lia- 
bilities may arise through statutory 
violations or from failure to fulfill faith- 
fully the provisions of trust instruments. 
We realize fully that the time and ex- 
pense elements involved do not permit 
a complete check as to compliance with 
all provisions of the various instruments, 
but a comprehensive test check is made 
which enables a determination of the 
practices followed. Any evidence of fail- 
ure on the part of the trustee to comply 
with the terms of the trust calls for a 
prompt report to the boards of directors, 
accompanied by a request for corrective 
action. Aside from the question of lia- 
bility, there is the obligation of a trustee 
to follow faithfully the terms of a trust 
instrument. 


“There seems to be a need for agree- 
ment on a uniform basis for the valua- 
tion of trust assets, so that the actual 
responsibility of the trustee may be 
known. Some trustees carry the assets of 
the estates at par, some at cost value, and 
some at inventory value. The advantages 
of various bases for carrying trust assets 
were considered at the trust examiners’ 
Washington conference and it was the 
sense of that meeting that assets of 
trusts should be carried on the trust 
department books, at the inventory price, 
for assets received from the decedent or 
other creator of the trust, and at cost for 
securities subsequently purchased rather 
than at unit, par or nominal values. I 
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understand the special committee of the 
trust division is now working on this 
problem. 

“The corporate trusts administered by 
corporation trustees also must be ex- 
amined. They should be managed with 
the same diligence, care and attention 
as are exercised in the administration of 
individual trusts. The policies followed in 
the conduct of personal trusts likewise 
should be applied to corporate trusts. 
Before a corporate trusteeship is accept- 
ed a careful inyestigation should be made 
to determine whether or not the concern 
is in good standing, that the business is 
a desirable one, etc. Opinions of counsel 
should be obtained as to the legality of 
each proposed corporate issue, as well as 
of all the actions to be taken by the 
trustee in connection with administrative 
procedure. All provisions of the corporate 
trust indentures faithfully should be ful- 
filled. 


“It has been our experience, in exam- 
ining corporate trust departments, that 
some institutions view the legal responsi- 
bilities involved in handling corporate 
trusts in a very casual manner and are 
lax in failing to digest carefully all the 
provisions of the trust instruments which 
determine the duties of the trustee, re- 
quirements as to collateral security, the 
handling of sinking funds, etc. 


Need for Determining Cost of Obtaining as 
Well as Handling Trust Business 


“Trust institutions should allocate the 
costs involved in trust department opera- 
tions. Our report provides for a state- 
ment of earnings, expense and net income 
of the trust department. Experience indi- 
cates that only a few institutions attempt 
any allocation of operating costs to the 
various departments and we are empha- 
sizing the urgent need for determining 
the cost of obtaining as well as handling 
trust business. 

“Commercial department liabilities, 
which may exist as a result of the trust 
company giving guarantees or assur- 
ances of a definite nature in connection 
with certain transactions which are 
handled by the trust department, may 
take the form of mortgages, mortgage 


bonds, or mortgage participations, all of 
which are guaranteed as to principal and 
interest. The mortgage participation cer- 
tificates often are issued under a deed 
of trust, through which a fiduciary re- 
lationship is created. We support the 
policy that opposes guarantees or assur- 
ances of any nature in connection with 
trust activities. In some states the mak- 
ing of such guarantees is prohibited, and 
we sincerely hope that in the states 
where the practice is permitted the laws 
soon will be revised to prohibit such 
practices. The only guarantees a trustee 
should give are those of honest, able, and 
efficient management. 

“A very difficult question about which 
there is much disagreement is as to 
whether or not trust investments prop- 
erly may be made by participations in a 
common fund or pool. Our experience 
with regard to this practice has been con- 
fined chiefly to mortgage pools in prac- 
tically all of which there developed seri- 
ous inherent defects. It is true the invest- 
ment in pools permits wider distribution 
of risk, which is an important consider- 
ation and it also simplifies the accounting 
procedure. However, should any assets in 
a pool default, the further sale of par- 
ticipations is impracticable and the pool 
therefore becomes fixed, and it must re- 
main so if all participants are to be 
treated equitably. We are interested in 
the procedures you may develop to rem- 
edy the inherent defects in this method 
of investing trust funds because until 
some changes are made our attitude 
naturally must be somewhat critical. One 
thing should be definitely emphasized, 
and that is the guarantee of mortgage 
pools, either as to principal or interest, 
by the fiduciary company is both unwise 
and unsound. 

“Our examinations are conducted in 
full cooperation with the state super- 
visory authorities, and it is our hope 
that the directing of such joint efforts 
towards the improvement of the methods 
and policies to be followed by corporate 
trustees will lead to a better preserva- 
tion of trust property and will bring a 
wider use, by the public, of the valuable 
services that can be rendered by cor- 
porate fiduciaries.” 





Need of Changes in Examination Procedure Emphasized 
by Speakers Participating in Symposium 


OUR speakers participated in the 
) rs on “Reactions to Pres- 

ent-Day Examination Procedure,” 
which immediately followed the address 
by Mr. Austin. Each approached the sub- 
ject from a different angle. 

J. Harvie Wilkinson, Jr., Vice-Presi- 
dent, State-Planters Bank and Trust 
Company, Richmond, Va., pointed out 
that two of the questions to be answered 
by the trust examiner stand out above 
the rest as bearing on the subject of 
trust investments. 

“The first of these key points,” he said, 
“is phrased as follows: ‘Describe the pro- 
cedure in effect for periodically apprais- 
ing and reviewing trust assets for the 
purpose of determining their current 
value and whether or not they should be 
retained.’ 

“If the examiner could thoroughly sat- 
isfy himself on this question, and the one 
to be discussed later, I think that, pro- 
vided he found the securities held in the 
various trusts were actually in the vault, 
he could almost determine the degree of 
goodness inherent in the trust invest- 
ment policy of the institution under sur- 
vey. The answer to this question should 
be amplified in detail and the examiner 
can only secure a true answer by a rather 
lengthy and somewhat intimate discus- 
sion with the trust investment officer, 
and to a degree with the officers in 
charge of administration. On how sound 
a base is the trust investment policy of 
the institution builded? That is the 
question. 

“A survey of the company and indus- 
try files will tell something, but a casual 
survey will tell nothing. What good is it 
to have a mass of ratings by various 
services? * * * 

“What are the mental patterns of the 
men in daily charge of the investment 
research of the department and what in- 
formation supplements the ratings? * * * 
How are the thoughts of those guiding 
the investment routine reflected in the 
company and industry files? * * * What 
is the nature of the correspondence with 


the company in question and what com- 
parisons within the industry have been 
made? What is the nature of the traffic 
of the railroad in question, and what is 
the average domestic rate per kilowatt 
hour in the public utility under discus- 
sion? What recent tax legislation has 
been proposed in the states in which are 
located many of the stores in a given 
chain? What advertising policy will be 
pursued by the five cent product manu- 
facturer? Does the management in con- 
versation give an impression of mental 
rigidity while their competitors move up 
in the race full steam ahead? 

Similar illustrations without end could 
be given, but these will serve to indicate 
what I mean. I submit that these and 
other data on which time forbids discus- 
sion are vital in the extreme to a thor- 
ough examination and that without them 
the core of an investment policy lies in 
the category called the great un- 
known. * * * 

“The second key to the investment 
policy is phrased in the trust department 
examination as follows: ‘Where invest- 
ment of trust funds is left to the discre- 
tion of the institution, in what class of 
securities are investments made?’ Here, 
of course, reference is had to the ques- 
tion of mortgages, government bonds, 
municipals, corporation bonds, preferred 
stocks and common stocks. It seems to 
me that this question is most intimately 
one of degree and without indulging in 
refinements, it can be said that mort- 
gages, government bonds and municipals 
are perhaps, as a class, more generally 
safer investments than are corporate 
bonds, preferred stocks and common 
stocks, and as a class, the former require 
less frequent and less minute surveil- 
lance. Accordingly, I think, the examina- 
tion should clearly reveal whether the 
institution under dissection is adequately 
manned in numbers and in capacity to 
handle the type of investment which they 
are corralling in the greatest vol- 
ume. * * * 

“There are those who will say that a 
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policy such as that I have set forth is 
giving the examiner a tremendous field 
for criticism and for the exercise of 
power, which these critics would debate 
with me is unwarranted and beyond the 
examiner’s intended scope, and there are 
also those who will say that the questions 
of a nature similar to those I have used 
as illustrations involve great detail. As 
regards the question of detail, I want to 
ask—how else can a true and full knowl- 
edge of the investment policy be really 
determined ?” 


Standardization of Records and Statistics 


The second speaker participating in 
the symposium was Francis A. Zara, As- 
sistant Vice-President, City Bank Farm- 
ers Trust Company, New York City. 

“From the angle of records and sta- 
tistics,” he said, “the present-day exam- 
inations of trust departments, it seems 
to me, present interesting and challeng- 
ing problems—interesting in the sense 
that it is the first opportunity which has 
been afforded us of looking at the nation- 
wide picture of the various practices and 


procedures of all corporate fiduciaries, 
national and state, with a view towards 
standardization; challenging in the sense 
that if the results of these examinations 
are to be truly appraised and reflected in 
governmental reports, there are many 
matters that we ourselves must earnestly 


consider, resolve and 
mend. * * * 

“In the national bank field, the Comp- 
troller of the Currency has for several 
years past, as you all know, published in 
his annual reports the trust department 
assets and gross earning figures of all 
national banks, but has permitted these 
assets to be expressed in varying valua- 
tions, depending entirely upon the ac- 
counting methods employed by each 
individual bank. The result is a mean- 
ingless accumulation of unrelated figures, 
which figures, nevertheless, are quoted 
and available to the country as indicating 
the growth, extent and condition of such 
reporting banks. 

“T shall not take your time now to 
analyze these varying bases nor to argue 
their individual merits or demerits, but 
I say that we owe it to ourselves and to 
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the public to insist that whatever figures 
are reflected in these reports be reflec- 
tive of facts and not fiction. 

“That is one observation of the reac- 
tion of these trust department examina- 
tions and it is significant to record the 
comment of Mr. Austin a few minutes 
ago here, to the effect that at a recent 
conference in Washington, a few months 
ago, a preference for the inventory or 
cost basis of valuation was expressed. 

“Whatever the final decision on this 
particular question, let us not be led 
falsely to the unsound stand that the 
smaller banks can afford one system of 
accounting but the larger ones cannot 
afford the same system because of their 
larger volume and size. I maintain that 
fundamentally and relatively there should 
be no such differentiation whatsoever ; 
and that the large bank because of its 
much larger volume and size should be 
able to operate and can operate more eco- 
nomically than the smaller bank. 

“What we have failed to perceive, 
however, is that in the large organiza- 
tion ways and methods have crept in 
which have rendered operations less di- 
rect and simple than those obtainable by 
our smaller neighbor. But this is entirely 
an operating problem and I do not wish 
to get away from my subject. 

“The Federal Reserve examiners have 
asked us to supply over a period of years, 
as has also the examiner represent’ ng 
the Comptroller of the Currency, the 
gross earnings of trust departments, list- 
ing losses and expenses and coming to a 
net figure. The forms of the Comptroller 
of the Currency have only asked so far 
for gross earnings. Here, again, I am 
apprehensive that if such figures are 
given, they will not be reflective or at all 
comparable, because fundamentally the 
banks of the.country as a whole have not 
yet been able to state the accounting 
principles under which their cost figures 
are assembled. Some, as we know, make 
no attempt to allocate indirect expenses, 
while others have very elaborate methods 
of incorporating these costs. 

“Another reaction to these examina- 
tions is the balance sheet. The question 
has been asked, why these balance sheets 
and what purpose do they serve? Well, 
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as we all know, a balance sheet is an 
accounting device to reflect the status or 
condition in which the assets and liabili- 
ties are stated and balanced. Applied to 
trust departments, these balance sheets 
incorporate on the assets side the type 
or classification of property held by the 
department and balance it off by listing 
on the liability side the capacity or re- 
sponsibility in which the same assets 
are held. 


“Very well, assuming that to be so, 
what purpose do they serve? My answer 
is that they serve only one purpose and 
that is statistical. They can never be 
made to measure any degree of actual or 
potential liability by incorporating into 
them a revaluation of the assets to cur- 
rent market values. 

“I mention this because in some quar- 
ters there has been some thought given 
to the suggestion of this step in calling 
for the preparation of these balance 
sheets. But what use will the government 
make of these statistics? What will they 
do with them? 

“T have no knowledge, of course, what 
the Federal Reserve authorities propose 
to use these statistics for, but we do 
know, as I have previously said, that for 
several years the Comptroller of the Cur- 
rency has published figures of national 
‘banks in his annual report and I do 
know that such figures are read by mem- 
bers of Congress and others and that 
they do serve and are available as an 
authoritative source for those who do 
look for such statistical data. 

“Is it not reasonable to assume that 
they may come to us and say, ‘Have you 
any objection to the publication of these 
figures? We are anxious to obtain a coun- 
trywide picture of the extent of property 
entrusted to corporate fiduciaries and we 
should like to publish these figures re- 
flecting this condition as a whole.’ 

“For the moment assuming that we do 
not wish to oppose these publications, is 
it not fair to assume that we should be 
interested in seeing to it that these fig- 
ures properly reflect the responsibility 
of the corporate fiduciary? Isn’t it fair 
to assume that if we do not wish to pre- 
vent their publication, we should be in- 
tensely interested in seeing to it that 
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there is no misleading picture given of 
the amount and extent of our responsi- 
bilities? I think that most of us will 
agree to the question. 

“Of course, some of us may still feel 
that some of these trust department fig- 
ures or, perhaps, none of these trust de- 
partment figures should be made public 
in any event. 

“Well, I am afraid that those of us 
who may feel this way, while inspired by 
the highest motives, are living in the 
wrong age. Fiduciary corporations are 
more or less public institutions, and I 
feel we must get used to the life of the 
goldfish in the bow] and realize that the 
publication of trust department assets is 
already in part an accomplished fact. 
They are here, and there is no question 
of the ‘why’ and ‘wherefore.’ * * * 

“As a final reaction on this matter 
of statistics and records, it seems to me 
that if, as and when these figures may 
be published, we should be _ insistent 
and sure that our balance sheets reflect 
and the governmental reports show a 
very clear line of distinction between 
what properties we may have in our 
hands for which we are solely responsi- 
ble, that is to the extent of controlling 
the investments, as distinct from, on the 
other hand, what property we have only 
a partial responsibility for, that of con- 
sent trusts or co-trusteed property sepa- 
rate and apart from the property which 
is merely held as agent or custodian. 

“Figures heretofore published by the 
Comptroller have not shown that line of 
demarcation, neither do the present bal- 
ance sheet forms, which are similar so 
far to the Federal Reserve authorities, 
give any indication of this distinction. 
But I think it is important because, after 
all, if the public is critical and is to un- 
derstand what responsibilities we our- 
selves undertake, they should at least be 
informed, and clearly informed, just 
where and how much property we actually 
control.” 


Examination of Trust Instruments 


Examinations of trust instruments 
was the particular phase of the question 
discussed by the third speaker in the 
symposium, Harold Eckhart, Vice-Presi- 
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dent and Secretary, Harris Trust and 
Savings Bank, Chicago. 


“To anyone who is at all familiar with 
the administration of trusts,” he said, 
“it is obvious that a great deal of time, 
care and skill are required for a thor- 
ough examination and analysis of trust 
instruments, and if a Federal Reserve 
Bank examiner and his staff should 
undertake to examine fully all of the 
trust instruments held by the banks and 
trust companies in his district, the cost 
would be very great. Furthermore, with 
the possible exception of a spot check on 
the investment provisions, it is difficult 
to see what real good would be accom- 
plished by such an examination. Certain- 
ly, it should be unnecessary for the ex- 
aminer to ascertain for himself the 
answer to such questions as—‘Who are 
the income and principal beneficiaries 
and what is the amount of their respec- 
tive shares??—‘When and under what 
conditions should the income and prin- 
cipal be distributed ?’—‘What, if any, are 
the discretionary powers of the trustee?’ 
—and various other similar questions. 

“Settlors and beneficiaries of trusts 
are for the most part familiar with the 
most important provisions of their re- 
spective trust instruments and that fact, 
taken together with the periodic render- 
ing of detailed statements by the trustee, 
personal interviews and correspondence 
and the study which well-managed trust 
departments give to trust instruments, 
leaves little doubt that the provisions of 
the various instruments are carefully 
followed. 

“Furthermore, in those _ instances 
where ambiguities appear in trust in- 
struments, opinions of legal counsel can 
readily be obtained interpreting the 
doubtful provisions, or in the more com- 
plicated cases, resort may be had to the 
courts for a construction of the particu- 
lar instrument. 

“It therefore appears clear that any 
examination of trust instruments which 
would be worthy of the name would in- 
volve the employment of examiners hav- 
ing not only a thorough knowledge of the 
law of trusts and related subject but 
possessing also considerable experience 
in the administration of trusts. In fact, 


139 


it does not seem possible that a really 
effective examination of trust instru- 
ments could be had unless the examina- 
tion were of a character about equal to 
a chancery proceeding, with counsel for 
all interested parties, guardians ad litem, 
Masters in Chancery and all the other 
things incident thereto. No stretch of the 
imagination is required to visualize the 
vast amount of additional work this 
would throw upon the trust companies. 


“It is probable that many customers 
and prospective customers of trust de- 
partments are not aware that banks and 
trust companies are required to pay for 
examinations on a liberal per diem basis 
for each man engaged in the work and 
as present fees for trust service do not 
make any allowance for such additional 
examination expense, it is obvious that 
trust fees would have to be increased. 

“The situation which I have outlined 
has no doubt been apparent to all ex- 
perienced trust men since the time when 
examination of trust instruments was 
first proposed, but as it is something that 
so vitally affects all customers and pros- 
pective customers of trust companies, its 
full significance should be realized. It 
would seem that it would be just as logi- 
cal to suggest that from time to time a 
corps of examiners should be sent to the 
offices of all lawyers for the purpose of 
endeavoring to ascertain whether they 
have properly interpreted their clients’ 
contracts, deeds, abstracts of title and 
other documents; or sending examiners 
to review the work of public accountants 
to see if they have properly audited the 
accounts of their clients, or of checking 
upon engineers and architects to ascer- 
tain if specifications and plans which 
they have prepared are suitable and have 
been followed in the work to which they 
respectively appertain. 

“Most certainly, I do not wish to be 
understood as saying that there should 
not be some reasonable state or federal 
supervision of trust companies. It is gen- 
erally conceded, I believe, that trust com- 
panies welcome all reasonable plans of 
either state or national governments to 
increase the character of the service ren- 
dered by them. However, examinations 
should be effective, and in order to be 
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effective, they must be simple enough to 
go directly to the important matters and 
consequently there must be some ra- 
tional limit to their scope. 
“Unfortunately, there have been some 
trust companies and banks in the trust 
business which have not been competent, 
and there are no doubt some today in- 
capable of rendering good service, but 
the same can be said of every other kind 
of business, profession or field of en- 
deavor, and we all know that will be true 
to the end of time. Therefore, examina- 
tions, no matter how thorough or com- 
petent, cannot bring about a universally 
high character of service, and it is mani- 
festly unfair to place an unnecessary 
burden upon capable and well-managed 
institutions and their customers. 
“There are much simpler and more re- 
liable methods of ascertaining whether 
a trust business is being properly con- 
ducted and those should be relied upon 
to correct unsatisfactory service or weed 
out incompetent institutions. Much good 
could also be accomplished by raising the 


requirements for engaging in the trust 
business and thereby stop at the source 
most of the things which are now pro- 
posed to be corrected by elaborate exam- 
inations.” 


Urges Advantages of Cooperation 


Oliver Wolcott, Vice-President, Old 
Colony Trust Company, Boston, who was 
the last speaker in the symposium, di- 
rected special attention to the fact that 
the purpose of the new examinations “is 
not criticism but helpfulness.” 

“Federal examiners,” he said, “are be- 
ing recruited from men of long experi- 
ence in trust institutions who know 
theory and also appreciate practical diffi- 
culties. In the reports of examination, 
minor points discussed with the officers 
are reported separately so as not to be 
given the same emphasis as the impor- 
tant ones. It must be remembered also 
that the reports are primarily for the 
examining authorities and only second- 
arily for the information of the bank’s 
directors, and that many facts are stated 
merely to give those authorities a picture 
of the method of operation of the bank 
in question and without any implied 
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criticism. It is the plan in the First Dis- 
trict to make the meeting of trust insti- 
tutions with the examining authorities 
an annual affair, so that facts developed 
by the examination can be freely dis- 
cussed and a consensus arrived at. 

“The new examination is, of course, 
in an experimental state. The machinery 
and the personnel both on the examiner’s 
side and on the trust company’s side need 
to rub off some rough corners and need 
to be further educated each to the other’s 
point of view. On the whole, however, 
things have gone surprisingly well, and 
there has been an almost complete lack 
of criticism. The examination has been 
more thorough and hence more expen- 
sive to the bank. Investigations have 
been made that consumed considerable 
time and whose utility in the case of a 
particular bank was obscure, though in 
some other institution incorrect prac- 
tices might thereby have been developed. 
These, however, seem to everybody de- 
fects that will vanish with time, and on 
the whole the feeling was that the job 
wanted doing and was being done rea- 
sonably well. There is, however, always 
the danger that the examiner’s require- 
ments might go too far and some topics 
are under discussion that might fall in 
this category. 

“There has been a suggestion, for in- 
stance, that some method be devised, of 
appraising on the balance sheet the rela- 
tive risks of liability by dividing trusts 
into those where the trustee has unlim- 
ited discretion, those in which he is con- 
fined to a legal list or otherwise, and 
those where he is directed to retain 
specific securities. This, however, seems 
too theoretical. It would seem that the 
chances of trouble are not substantially 
greater in one class than in the other. 

“Next, there has been the suggestion 
that when suits have been brought in- 
volving fiduciary acts, a reserve should 
be set up on the balance sheet forthwith. 
Here, again, a claim not yet in court 
might be much more substantial than 
one on which suit had commenced. Also, 
a sharpshooter could sue for a large 
amount just for the purpose of forcing a 
reserve that would block dividend dec- 
larations. 
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“Finally, there is discussion of fixing 
a required ratio of capital to trust ob- 
ligations. A good deal can be said for 
this in theory, but how could it be put 
in practice? A newcomer with untrained 
personnel is more likely to err than an 
old established bank. The amount of any 
liability would be much greater in a 
period of depression than of rising 
prices. How evaluate the risk where 
there is a co-trustee, or how evaluate the 
risk from the corporate trust depart- 
ment, which may have certified billions 
of bonds? Capital that would be no more 
adequate coverage for a careless or un- 
scrupulous bank would be useless excess 
for others. The old established companies 
have large capitals today, but all of them 
started small. We must not by too high 
requirements shut out of the field new 
companies that might developed just as 
honorable a record. 

“Finally, it is to be remembered that 
prior to this depression no trust bene- 
ficiaries have suffered through the bank’s 
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not being able to make good the results 
of its actionable negligence or lack of 
good faith, and while it is probably too 
early to make statement as to the present 
era, yet I have not heard of any such 
losses to date. With this record in the 
past, it would not seem that anxieties 
about the extent of capitalization were 
justified. 

“As has been said, these are not mat- 
ters on which the Federal Reserve au- 
thorities have made up their minds. They 
are merely topics under discussion and 
on which they will welcome bank opinion 
and banking advice. It is to be hoped 
that this opinion and advice will crys- 
talize and prove persuasive. The present 
increased scope of examination would 
seem a good thing, but let us work with 
the Federal Reserve authorities to keep 
it within healthful limits and to prevent 
the trust business being hampered by too 
technical or too theoretical require- 
ments.” 


Spoke at Mid-Winter Trust Conference 


CARL W. FENNINGER 


Vice President, Provident Trust 
Co., Philadelphia 


ROBERTSON GRISWOLD 


Vice President, Maryland Trust 
Co., Baltimore 


JAMES W. ALLISON 


Vice President, First and Mer- 
chants National Bank, Rich- 
mond, Va. 
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It’s Our Job to Manage 
Estates and Trusts 


CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 
the inception of corporate trustee- 
ship in this country, is today a 
trust company exclusively. It does 
no commercial banking business 

. . sells no securities. Its entire 
personnel is dedicated to a single 
purpose — the care and manage- 


ment of the property of its clients. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street—New York 
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Wide Extension of Trust Service Foreseen 


Adaption of Facilities to Needs of Larger Proportion of 
American Public Viewed as Essential — Problems 
Involved Are Receiving Earnest Study 


CLOSE second among the topics of 
A ceiving most attention in the pro- 

gram of the Mid-winter Trust 
Conference was the extension of trust 
service. 

Formal addresses were delivered on 
two phases of this question, and signifi- 
cant references were made to it by other 
speakers. 

Of general bearing was the conclud- 
ing portion of Mr. Little’s address: 

“The great growth of corporate fiduci- 
aries within the last twenty-five years has 
been accompanied by continuously in- 
creasing responsibilities but with a few 
distressing exceptions in cases of indi- 
vidual banks, from the effect of which 
we all suffered, these complexities have 
been thoughtfully studied and eventually 
overcome. The continued existence of the 
Corporate Trustee is undeniably in the 
best interests of the public. The develop- 
ment of the personnel to cope with the 
public requirements, and to promote 
proper efficiency in trust work, has kept 
pace with the changing conditions. I see 
no reason to expect that this will ever 
cease to be the case, and I see no reason 
to think that the growth of corporate 
trusteeship will not continue at rates 
comparable to the conditions of the times. 

“Remember, those of you who are 
faint-hearted, that we are playing a long 
game and that the rewards of our labors 
will never be gathered by us, but by a 
future generation of trust officers, as we 
are administering now the constructive 
efforts of our predecessors.” 


Unlimited Field 


Mr. Hecht approached the subject from 
a somewhat different angle. 

“It came to my attention only rec- 
ently,” he said, “that, as a result of a 
survey among a group of representative 
banks located in widely separated cities 


of our country, only 20 customers out of 
every 1,000 use the trust department, 
while 670 use the savings department, 
and 108 use the commercial department. 
Obviously if our trust departments are 
serving only 2 per cent of our total clien- 
tele, the field for increased business is 
unlimited. Consequently a continuous 
program of public education is essential 
in order that our trust companies may 
be given the opportunity to render the 
maximum of service.” 

Dr. Harold Stonier referred directly 
to the problem of providing trust service 
for those of relatively small means. 

“The trust men of the future—it may 
be this year or ten years from now—will 
be face to face with the problem of how 
to handle the small trust to the satisfac- 
tion of both the customer and the insti- 
tution,” he asserted. “It may be said that 
at the present time this is not a prob- 
lem, but I believe the trust men of the 
future are going to face this question as 
one of the heritages of the development 
days of trust business. 

“It is quite generally admitted at the 
present time that the small trust account 
of $5,000 or less cannot be made to pay 
its way if due precaution in investment 
diversification and management is exer- 
cised. And yet the man with a $5,900 
trust is as important in his own eyes as 
the man with a million dollar trust. As 
representative of a group, he is far more 
important in a republic because in polit- 
ical strength he outnumbers those with 
large accounts. 

“The largest trust institution in the 
world outside of America is publicly 
owned, and its business in a very large 
measure is concerned with small trusts. 
Is that the answer to this problem? Or 
can trust institutions themselves or in 
cooperation with the government through 
new laws establish some kind of service 
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which will cater to a vast number of 
people whose interests in the trust busi- 
ness will not amount to more than a five 
or ten thousand dollar transaction? 

“TI do not think that the American pub- 
lic is anxious for a Public Trustee such 
as they have in England, but they will 
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demand such service at the hands of the 
government unless the chartered institu- 
tions rendering trust service can meet 
their needs.” 


Reports of the two formal addresses 
on phases of this subject follow. 


Common Trust Fund Problems Require Further Study, Fenninger 


Reports — Enabling 


The address of Carl W. Fenninger, 
Chairman, Special Committee on Com- 
mon Trust Funds, Trust Division, 
American Bankers Association, and 
Vice President, Provident Trust Com- 
pany, Philadelphia, is given in full. 


‘““‘YwT has been recognized that the in- 
I vestment of trust funds is a 
specialized business, and that the 
elements and policies are somewhat dif- 
ferent from those existing in the cases 
of individuals and corporations. They are 
more analogous to those of insurance 
companies and savings banks, because 
the element of safety is given more con- 
sideration and the elements of income 
and gain in value less. This is as it should 
be, for the Trustee is dealing not with 
his own, but with the property of others. 
There is, however, another matter to 
keep in mind in the investment of trust 
funds, and that is the recognition of 
those things peculiar to the particular 


trust under consideration, such as the 


probable distribution date, and the char- 
acter and needs of the beneficiaries. This 
makes it necessary in all cases to provide 
for liquidity and flexibility in the invest- 
ment list. 

“We have all found great difficulty in 
obtaining and maintaining these two 
requisites of sound trust investing, and 
the men engaged in this work have been 
searching for a medium in which all the 
elements of good trust investments might 
be found. The problem seems to be one 
of applying mass investment methods to 
the trust field in a way that will provide 
liquidity and flexibility, without destroy- 
ing the elements of individuality in each 
trust account. Some of us think this 
medium has been found in common funds. 
We believe that if such funds are prop- 


Legislation Needed 


erly arranged and are developed upon the 
theory that a high degree of security is 
more important than a high income 
return or increase in principal value, we 
will have measurably approached the ideal 
investment for trust funds. It should be 
understood that the profit motive is de- 
cidedly not a factor in these funds, but 
that the true object is to obtain stable 
principal and income positions. We know 
that in the long run more can be gained 
by setting aside, as savings, a portion of 
a regular fixed income than by an attempt 
to purchase investments having a specu- 
lative character in the hope of a sudden 
or unusual gain. 

“Recognizing the growing interest in 
and the importance of this subject, there 
was appointed by your chairman a com- 
mittee to study the question, and at the 
meeting of the Executive Committee held 
in Washington last October, this com- 
mittee reported the results of their pre- 
liminary study. They adopted as a defini- 
tion of the common fund the following: 


‘The term common trust fund means a 
fund established by a corporate trust 
institution, in which is combined for 
the purpose of facilitating investment, 
money belonging to various trust 
accounts in its care, the participating 
contributory interests of said accounts 
being appropriately evidenced.’ 


Two Fundamentals of Our Present Trust 
Problems 


“Before going into a more detailed 
statement of the principles and manage- 
ment of these funds, it would be well to 
consider two fundamentals of our present 
trust problems. One of these is old, the 
other somewhat new. 
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“For a long time it has been apparent 
that the investment of small funds was 
a more difficult undertaking than the in- 
vestment of large trusts, chiefly because 
diversification could not be obtained with- 
out undue cost of administration. This 
led to the use of participation mortgages, 
mortgage pools, and in some instances to 
what were known as commingled or com- 
posite funds. They partially solved the 
problem, but with the break-down of the 
mortgage loan position, the use of par- 
ticipating mortgages and mortgage pools 
has been almost suspended, and it appears 
that it will be some time before they can 
again be used to any extent. Together 
with this has come a newer problem 
through the action of the Federal Hous- 
ing Administration in advocating the use 
of mortgages set up on an amortization 
basis. An examination of the Regulations 
under Title II of the National Housing 
Act with regard to the insurance of 
mortgages discloses that if the insur- 
ance features of this act are extended to 
mortgages held by banks and trust com- 
panies in their fiduciary capacities, some 
means must be found to invest satisfac- 
torily the small principal payments 
received under the amortization plan. 
While it has been indicated that the 
insurance features will be extended to 
mortgages held as fiduciaries, I am not 
yet advised as to whether or not regula- 
tions covering this feature have been 
formulated. 

“The importance of this mortgage 
problem warrants a further statement 
regarding the future of the use of mort- 
gage loans in the trust field. From the 
time ‘that man’s mind runneth not to the 
contrary,’ mortgages have been thought 
to be among the soundest of investments, 
and despite their present unpopularity I 
believe they will again form one of the 
back-logs of trust investments. I am con- 
vinced, however, that they must be 
arranged on a somewhat different basis, 
and that periodical payments on account 
of principal will be one of the require- 
ments. From the standpoints of both 
borrower and lender, this is advisable. 
The loan should not be looked upon as 
a permanent debt, nor should it be a 
‘frozen asset.’ If this condition comes 
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about, the fiduciary must find new meth- 
ods for managing these investments 
economically, and for investing the funds 
resulting from amortization payments. 
The problem will probably be enlarged 
when sales of real estate become more 
numerous and we begin taking in settle- 
ment of sales purchase money mortgages 
for a large proportion of the selling price. 
In such cases amortization payments 
will be essential if the mortgage is to be 
reduced to a normal proportion of the 
value. However, we are not interested at 
the moment in the machinery of manag- 
ing mortgages, but we are interested in 
the effect on investment policies. 

Reviewing briefly what has just been 
said, we find: 


1.The need for an investment medium 
that makes possible stabilization and 
diversification for trust funds, particu- 
larly the smaller ones. 

. Such medium should be available con- 
tinuously. 

. It should make possible these features 
at a low administration cost. 


“It will not be amiss to restate at this 
point a paragraph from the above-men- 
tioned report of your committee in which 
are indicated the difficulties to be met in 
establishing these common funds. 


‘In considering the question, the com- 
mittee has been faced with three major 
problems: first, the administrative, such 
as management, accounting, liquidation, 
etc.; second, the need for enabling acts 
in many of the states to permit the use 
of such funds; and third, and most diffi- 
cult of all, the adjustment of the Federal 
Income Tax laws to provide a workable 
method for the computation for income 
tax purposes of gains or losses realized 
in the fund. With this also is involved 
such changes as may be needed in in- 
come tax laws in force in states such as 
New York and Massachusetts.’ 


Detailed Consideration of Major Common 
Trust Fund Questions 


“Coming now to a more detailed con- 
sideration of these points, we shall take 
up first the general form of these com- 
mon funds. The first question after a 
decision to establish such a fund is per- 
haps whether or not it shall be in the 
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form of a corporation, or in the form of 
a pure trust. I think it makes little dif- 
ference from the standpoint of the trusts 
participating in the fund, which of the 
two forms is used, provided the tax prob- 
lem is not involved. This will be discussed 
later. I rather favor the plain trust plan 
where a declaration of trust is the basis 
for the fund, and I believe this is gener- 
ally the view of men who have studied 
the question. Such a declaration of trust 
should contain at least the following con- 
ditions: 


1. Provisions for its management and the 
relationship of the trustee to the fund. 
It should be stipulated that the trustee 
have no financial interest in the fund. 
These management clauses should also 
provide for the powers of investment 
and the rights of management of the 
individual investments in the fund such 
as voting stock that may be held or the 
joinder in bondholders committees, etc. 
In connection with the management of 
the funds, no change should be made by 
the Trustee since it is expected that its 
fee for services comes from the partici- 
pating Trust for which it acts as fidu- 
ciary. 

. The means of indicating the participat- 
ing ownerships in the fund. In some 
cases certificates of interest have been 
used and in others mere book records. 
The use of certificates has some advan- 
tages but the cost is greater. My own 
opinion is that book records are sufficient 
and preferable for several reasons which 
I shall not discuss here, since at least 
one of them is technical. In deciding the 
question, attention should be given to 
the control and audit of the fund. 


3.The amount of the unit to be used. 
Ordinarily it would seem advisable to 
use a $100 unit. 

4. The method of transfer and redemption. 
With regard to redemption it is impor- 
tant that the machinery should be simple 
and well standardized. Probably redemp- 
tions should only be made at specified 
times and solely for cash. 

5. The manner of determining the income 
to be distributed and how and when it 
shall be distributed. 

6.The method of determining principal 
values either for transfer or redemption. 

7. Whether or not the right of redemp- 
tion should be reciprocal. That is, 
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whether the Trustee as well as the Trust 
has a right to redeem. I think the 
Trustee should have the right to redeem 
in order properly to control the fund. 

8. Such general terms as may be desirable 
for the protection of the Trustee of the 
fund. 


“One other general principal in setting 
up these funds should be mentioned. It 
is important to decide upon the general 
investment policy for each fund. Is it to 
consist entirely of bonds? If so, what 
character of bonds, or is it to consist of 
a general list of investments including 
junior securities. The applicability of this 
form of investment to various kinds of 
trusts will depend upon its character. A 
conservatively constituted fund should 
be useful in all types of trusts, whereas 
one made up of all sorts of investments 
would have a much narrower use. 


Enabling Legislation and Special Authoriza- 
tion in Instruments 


“In order to obtain the maximum bene- 
fit of such funds they must be useful to 
a large number of accounts and this 
brings us to the consideration of the 
second problem mentioned by the com- 
mittee. There are two aspects of this 
question. In the first place it is probable 
that statutes of most states governing 
the investment of trust funds do not con- 
tain provisions broad enough to permit 
the use of common fund participations. 
Second, however, probably no states break 
down the general rule that the creator of 
a trust may give a fiduciary acting for 
his interests power to make investments 
of any type. We therefore have two ave- 
nues along which to work in developing 
the use of common funds, namely: enabl- 
ing legislation and special authorizations 
in the instruments made under which 
trusts are set up. As to the first of these, 
I like the Pennsylvania provision of the 
Banking Code of 1933, which provides in 
Section 1109 as follows: 


‘A trust company, or a bank and trust 
company in its trust department, may 
establish a pool or fund of bonds secured 
by mortgages, or of other securities, 
purchased solely with funds of estates 
held by it as fiduciary. All the bonds 
secured by mortgages, and all the secur- 
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ities, which comprise such pool or fund, 
shall be of the class authorized as legal 
investments for funds held by fiduci- 
aries. The bank and trust company or 
the trust company shall apportion frac- 
tional undivided interests in such pool 
or fund to estates of which it is fiduciary 
in the proportions in which their funds 
were used to purchase the bonds secured 
by mortgages, or the securities, which 
comprise such pool or fund. Interest in 
such pool or fund shall not be sold to 
any corporation or person, but shall be 
held solely by the bank and trust com- 
pany, or the trust company, as fiduciary, 
and the equitable interest owned solely 
by the estates of which such bank and 
trust company or such trust company 
is fiduciary. Interests in such pool or 
fund may be transferred in distribution 
to any beneficiary, and, in order to make 
distribution, may be sold by such bank 
and trust company or trust company to 
another trust estate or estates of which 
it is fiduciary, or, by a bank and trust 
company, to its commercial department, 
which may in turn resell the same to 
another trust estate or estates of which 
it is fiduciary, but not to any other cor- 
poration or person.’ 


“T quote only from the first paragraph 
of this section of the code. The other 
provision should be studied in consider- 
ing the effect of this section since they 
have to do with certain managerial mat- 
ters. As to the second, I think, that each 
institution contemplating the use of com- 
mon funds should have counsel prepare 
clauses for use in wills and deeds of trust 
that will insure the right on the part of 
the fiduciary to use their common fund. 


Solution of Tax Difficulty Prerequisite to 
Broad Success of Plan 


“So far I have attempted to outline 
those factors in our business that call for 
the use of common funds, the general 
principle upon which they should be set 
up and the main difficulties to be met in 
using them. Now I want to discuss briefly 
the tax problem. Our income tax system 
has generally been based upon the theory 
that each individual, each partnership, 
or each business should stand upon his 
or its own feet in the computation of 
taxes. There have been a few exceptions 
but they have been gradually eliminated 
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George Washington Hudson River Bridge 


Enough to build 
6 bridges 


a collected over $300,000,000 from 
America’s banks and business during 1934.* 


This form of crime is a constant menace to all 
banks. Any of the billions of checks cleared an- 
nually may be a spurious reproduction, an altered 
instrument—or bear a forged endorsement. Yet 
bank officers and employees have the task of 
sifting the false from the genuine—an onerous 
duty and a hazardous responsibility. 


This burden is lightened immeasurably when de- 
positors, large and small, protect themselves 
against losses due to forgery and alteration of 
their checks through National Surety Depositors’ 
Forgery Bonds. This insurance not only covers the 
depositor, but indemnifies the bank on which the 
check is drawn. 


Realizing the value of this protection, many banks 
are actively cooperating with National Surety 
representatives in explaining Forgery Bonds to 
their depositors. You may wish to do likewise. 


There are National Surety representatives everywhere. 
Each is a specialist in Fidelity, Surety. Forgery and 
Burglary protection, thoroughly equipped to serve you. 


* Estimated hy National Retail Credit Men’s Ass’n. 


NATIONAL 
SURETY 
CORPORATION 


VINCENT CULLEN, PRESIDENT 
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until about the only joint return left is 
that of husband and wife. You will recall 
that the 1934 Act stopped the making of 
joint corporate returns except as to rail- 
roads. Therefore the question has been a 
very important one as to whether the 
common fund would be taxable as an 
entity, or whether the fund would act 
merely as the conduit through which 
income capital gains and profits and 
losses would reach the participant in the 
fund, which items would then only be 
taxed in the hands of such participants. 
The importance of this will be evident 
when you consider that if the fund is 
taxable as an entity and the distribution 
of income is again taxed in the hands 
of the distributee, the double taxation 
just eliminates the fund from considera- 
tion as a medium for trust fund invest- 
ment. In addition to this, the effect of 
capital and profits or losses realized in 
the fund complicates the tax question. It 
is difficult to see why taxing authorities 
need to question the tax status of such 
funds when they have been set up on a 
basis where all income capital gains and 
profits and losses are distributed to the 
participants who are the only ones to 
profit through the fund and where the 
tax returns will reflect these items. Real- 
izing, however, that the settlement of 
this question was vital to the successful 
use of common funds, the committee has 
been working on legislation designed to 
make sure that the fund would not be 
taxed as a fund but that capital gains 
and profits and losses as well as income 
should be taxed to each participation in 
the account. 


“During this time there has been pend- 
ing before the Board of Tax Appeals an 
action by the Brooklyn Trust Company 
as trustee under a Declaration of Trust 
covering a common fund to recover tax 
assessed upon the fund as an association. 
The decision of the Board was handed 
down January 17, 1935, and was adverse 
to the Trust Company. In its opinion the 
Board held that: 


‘In our opinion the question here in 
issue is substantially the same as that 
involved in Ittleson vs. Anderson, supra, 
and in Investment Trust of Mutual In- 
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vestment Company, supra, and under 
authority of those opinions we must 
hold that, in respect of the composite 
fund, the petitioner was an association 
taxable as a corporation in the year 
before us. 


‘There can be no doubt that the man- 
agement and operation of the composite 
fund, involving the investment and re- 
investment of such a large amount of 
capital and the collection and distribu- 
tion of interest and dividends, consti- 
tuted an active business as distin- 
guished from a passive or liquidating 
trust.’ 


“One searches in vain in the opinion 
for any indication that the Board under- 
stood or considered the fact that the 
common fund was not a scheme organ- 
ized for profit, but merely a method of 
obtaining income for the participants 
without any intention of avoiding in the 
slightest degree any legitimate tax prop- 
erly payable. It seems evident that if the 
same investments had been made in the 
individual trust, the income therefrom 
would have been taxed there, and that the 
interposition of a common fund should 
not alter the taxability of the trust. In- 
deed, it is probable that in the long run 
more tax would be paid to the Govern- 
ment through the common fund method 
because of the greater stability of in- 
come payments. There is some satisfac- 
tion to be gained from the very definite 
expression of the six members of the 
Board who dissented. I have not yet been 
advised as to whether or not this case 
will be appealed to the Courts, but I hope 
it will be. In the meantime, however, 
legislation should be obtained to settle 
the question for the future. Counsel for 
various interests represented in the com- 
mittee are working on the form of an 
amendment to the Revenue Act which we 
hope will shortly be discussed with the 
tax authorities in Washington. 


“In closing, may I urge you to study 
the question thoroughly, to advise the 
committee of any ideas you may have 
for the betterment of the forms or meth- 
ods now in use or proposed from time 
to time, and above all, to work with your 
legislators for the enactment of proper 
laws when the time for that comes.” 





Large Areas Lack Service, Waugh Finds — Establishment 
of Branch Trust Offices Suggested 


XTENSION of trust services from 

H, a geographical point of view was 
the phase of the subject treated in 

the address of Samuel C. Waugh, Execu- 


tive Vice-president, the First Trust Com- 
pany, of Lincoln, Nebraska. 


He offered three definite suggestions: 


1—“‘With respect to banks and trust 
companies whose trust departments are 
not being operated on a satisfactory basis, 
that they have a careful analysis made of 
the operations of their trust department 
to determine whether or not the unsatis- 
factory results are attributable to inside 
causes, and if such an analysis shows that 
it is not attributable to inside causes, 
that they have a survey made of the trade 
area and if both the analysis and the sur- 
vey show that it is not reasonable to 
expect the trust department can ever be 
put on a satisfactory basis, the depart- 
ment should be closed as expeditiously as 
possible. 


2—“‘With respect to the establishment 
of new trust departments of existing 
banks or trust companies, or the organ- 
ization of new trust institutions, that no 
new trust department should be opened 
or no new trust institution organized 
without a preliminary survey of the trade 
area to determine 


(a) Whether or not the existing trust 
institutions already supply ample 
and competent trust services, and 


Whether or not there is enough po- 
tential trust business in the trade 
area to make a new trust depart- 
ment profitable without jeopardizing 
existing trust departments. 


3—“‘With respect to the part of the 
Trust Division in the extension of trust 
services, while as previously stated, the 
Division as such should not undertake 
itself to deal with local situations, it 
should 


(a) encourage and assist in the organ- 


(b) 
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ization or revival of local and state 
trust associations to the end that they 
may deal with the problems of exten- 
sion of trust services, and 

maintaining its national point of 
view and its long-range vision of 
economic and social trends, point the 
way for the greater accessibility and 
adaptability of the American trust 
institution to the requirements of the 
average citizen whether he lives in 
the city or in the small community.” 


Large Part of Country Unserved 


Mr. Waugh presented a map of the 
United States on which were indicated 
the locations of trust institutions as re- 
ported in the 1934-35 Directory of Trust 
Institutions issued by the Trust Division 
of the American Bankers Association. 
Areas within twenty-five miles of a trust 
institution were classified as “served”. 

“The map clearly shows the served area 
is largely concentrated in the north- 
eastern quarter of the country,” Mr. 
Waugh said. “Every state has trust in- 
stitutions, ranging in number from two 
in Nevada to 364 in Pennsylvania, and the 
served area is scattered throughout the 
United States, but it is the contiguous 
area to which reference is made. In the 
following states, all of which lie in the 
general northeastern section of the coun- 
try, practically every person is within 
twenty-five miles of a trust institution: 
Vermont, Massachusetts, Rhode Island, 
Connecticut, New Jersey, Delaware, 
Pennsylvania, Maryland, Virginia, Ohio 
and Indiana. In addition to these com- 
pletely served states, the following states 
are largely within the served area: New 
York, North Carolina, Kentucky and 
Illinois. These fifteen states with about 
one-half of the total population of con- 
tinental United States have about two- 
thirds of the trust institutions. 

“Naturally, one’s first reaction is that 
the unserved area is conterminous with 
the sparsely-populated rural area. In the 
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main, this is true, but it is not altogether 
true. There are 105 cities in the United 
States of 15,000 population or over in 
which there is not a trust institution. Of 
these 105, 71 have a population of between 
15,000 and 25,000, 28 between 25,000 and 
50,000, and six over 50,000. Some of these 
cities are adjacent to larger cities that 
have trust institutions; but this is not by 
any means generally true and the fact 
remains that not all residents of sizable 
cities, not to mention small communities, 
are accessible to trust institutions. 


“The map shows graphically that, tak- 
ing our country as a whole, much more 
than one-half of continental United States 
is unserved area and that outside of the 
fifteen northeastern states, three-fourths 
or nearly four-fifths is unserved area. 
Geographically, then, much remains to 
be done to make trust services accessible 
to every person in the United States who 
needs trust services. 

“Another fact developed in the process 
of making the map, but which is not 
shown by the map itself, is the ill-con- 
sidered or, perhaps more accurately, the 
unconsidered location of many trust in- 
stitutions. While the map shows territory 
as served area whether it is served by 
one or by any number of trust institu- 
tions, the Directory of Trust Institutions 
brings to light the fact that many insti- 
tutions must have been located without 
regard to the number of people to be 
served or the number or state of develop- 
ment of existing institutions. For exam- 
ple, we find that one city of 100,000 has 
eight institutions, another of 55,000 has 
eight, and another of 61,000 has five; 
whereas, other cities of equal size have 
only one or at the most two institutions. 
It stands to reason that in a great many 
cities which have an unusually large num- 
ber of trust institutions, one or two of 
them have most of the trust business and 
the others are trust institutions in name 
more than in fact. We find that in one city 
of 100,000 population which has eight 
institutions only five list a full-time trust 
officer, and in a city of 55,000 with eight 
institutions only four list a full-time trust 
officer. * * * 

“Of course, there will always be arid, 
mountainous, sparsely-populated areas in 
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which a trust institution cannot be put 
within reach of the people. These people, 
who will be comparatively few in number, 
must depend upon individuals for such of 
their trust services as require personal 
attention and local administration, and 
upon more distant trust institutions for 
such of their trust services as do not 
require personal attention or local admin- 
istration. 


Branch Trust Offices 


“After we have left out of account the 
territory that must always be unserved 
area, except as it may be partially served 
by outside trust institutions, we have 
remaining vast stretches of territory in 
which local trust services may be put 
upon a paying basis. This territory 1s 
composed of trade areas which may be 
grouped into two classes—first, those 
trade areas which, under proper cultiva- 
tion, will support an independent trust 
institution and, second, those trade areas 
which, under proper cultivation, will sup- 
port a branch trust office but not an 
independent trust institution. * * * 

“There is no thought or presumption 
of raising an issue between the inde- 
pendent trust department and the branch 
trust office, but consideration is suggested 
of branch offices for trade areas which 
according to a survey will not support an 
independent trust department. At present 
there are branch trust offices in eighteen 
states, and it is well to consider the estab- 
lishment of a branch in any given area 
that will not support an independent 
institution. 

“Experience in this country, in Eng- 
land, and in Canada alike, has proved con- 
clusively that it is altogether practicable 
and economical through a system of 
branch trust offices to provide highly sat- 
isfactory trust services for those trade 
areas previously referred to. The local 
office renders the personal services and 
manages the local trust property while the 
head office supervises the accounting and 
manages the investments after consult- 
ing with the men in charge of the branch 
office on all local or personal problems 
arising in connection with the branch 
office trust accounts. 





Setiedas 


“The economy of the branch trust office 
rests in the fact that it can be opened 
without any capital outlay to speak of, 
and develop as the business requires and 
justifies. An integral part of a bank or 
trust company of recognized financial 
responsibility, it may begin with a single 
trust representative in an unpretentious 
oftice. As the business grows, it may in- 
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crease the personnel and equipment until 
it becomes as fully manned and as well 
equipped as an independent trust depart- 
ment, offering personal service and local 
administration and, at the same time, 
enjoying the benefits of the unified 
accounting, auditing, official supervision, 
and investment management of the 
parent institution.” 


Allison Urges Cooperation in Nationwide Movement to Build 


Good Will Towards Trust Institutions 


The address of J. W. Allison, Vice 
President and Trust Officer, First and 
Merchants National Bank, Richmond, 
Va., at the first session of the Mid- 
Winter Trust Conference, is published 
in full. 


HAT does the public as a whole 
think of trust institutions as a 
whole? If you were to ask each 


of the next fifty people you talk to what 
he or she thinks of trust institutions, 


how many would you find with a favor- 
able opinion? How many indifferent and 
probably uninformed? How many hostile? 

“In other words, what sort of reputa- 
tion has this trust business of ours estab- 
lished with the public at large? Nothing 
is more important than for it to be a good 
reputation—for us all and for our insti- 
tutions to have the good will and not the 
ill will of our trust customers and of the 
more numerous general public who are 
not trust customers. 

“Our trust institutions are public serv- 
ice corporations in the sense that they 
exist to serve all those persons, associa- 
tions, corporations and governmental 
units of the community that need their 
trust services. We are dependent upon the 
public for our patronage. We cannot com- 
mand patronage, we must win it and hold 
it, first by rendering good trust service; 
second by establishing and maintaining 
with our trust customers a cordial rela- 
tionship based on complete information 
and understanding; and third, by making 
certain that the public at large knows our 
aims, our purposes and our accomplish- 
ments. 


“The foundation on which everything 
else must rest is of course good trust 
service. In the Statement of Principles 
of Trust Institutions we have set for our- 
selves high standards. Through it we have | 
imposed on ourselves 31 separate obliga- 
tions. We note with satisfaction that the 
schedule for trust department examina- 
tions now in use by the Federal authori- 
ties covers directly or indirectly 23 of 
them. The Trust Division, as you all know, 
is working unceasingly for the main- 
tenance of these high standards of sound 
and honorable trust department manage- 
ment, recognizing that public favor can- 
not be won and held by any trust institu- 
tion until it has prepared itself on the 
inside to render good trust service. 


“Good customer relations are the next 
essential. Criticisms, just or unjust, made 
by the customers of one trust institution 
react to the detriment of other trust in- 
stitutions. Many such criticisms are 
caused by incomplete information and in- 
complete understanding, and might have 
been avoided by more frequent and more 
intelligible statements and reports and by 
more attention to the education of cus- 
tomers—not only beneficiaries, but co- 
fiduciaries and makers of trusts and 
agencies as well—in the whys of doing 
things. 

“It is obviously far better to anticipate 
and answer questions beforehand than it 
is to let them be raised in the minds of 
our customers and never asked at all, or 
asked of someone outside our institution 
who may be incompletely informed about 
the trust business or prejudiced against 














152 


trust institutions. For example, we must 
seek to have a trust customer say ‘Yes, 
they send me regularly complete state- 
ments of my account written in language 
that is understandable and besides, they 
explain each account to me in such a way 
as to make it all clear to me,’ rather than 
to have a trust customer say, ‘Yes, they 
send me statements of my account, but 
they are so abbreviated and confusing 
that I can’t make head or tail of them. 
When I ask for an explanation they use 
such technical terms that I don’t know 
what they are talking about, yet I am 
ashamed to show my ignorance by asking 
more questions.’ 

“Our efforts in the direction of cordial 
customer relations are most important. 
Many of you, no doubt, attended the Con- 
structive Customer Relations Clinic dur- 
ing the A. B. A. meeting in Washington 
last October, with its very interesting and 
helpful discussion of methods for train- 
ing employees in the art of dealing with 
people with whom they do business. 

“It is not enough, however, to have the 
good will of our own customers who can 
see for themselves our accomplishments 
and to whom we can and must explain our 
aims and purposes. If the trust business 
is to make its full contribution to the pub- 
lic welfare, it must secure and retain the 
active good will of all the people in the 
community, not just the existing cus- 
tomers or the potential customers of trust 
institutions. 


The Necessity for Effective Public Relations 
Activity 


“To the average man, the man-on-the- 
street, trust business, trust service, and 
trust institutions are still largely shroud- 
ed in mystery. One reason for this is that 
the very language of many trust men and 
much trust literature is technical and for- 
bidding to him. Such terms as executor, 
administrator, cestui que trust, revocable, 
irrevocable, probate, equity and chancery 
tend to confuse and terrify him. Many 
associate trust institutions only with the 
settlement of estates at death, and have 
come to think of them as having nothing 
to offer normal people in the course of 
their daily lives. 

“People are naturally suspicious of 
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things that they do not understand and 
they are easily led to accept as facts 
groundless rumors about such things. An 
allegation that two and two make five 
would cause no concern to a mathema- 
tician because the fact that two and two 
make four has become common knowl- 
edge, but what fact about trust business is 
so universally known and accepted that 
no rumor to the contrary could gain cur- 
rency because people would know better 
than to believe it? 

“Our first step in seeking the active 
good will of the people in general towards 
trust business is therefore to bring to all 
the people a better and more general un- 
derstanding of basic facts and principles 
in the trust field. To do this we must first 
remove some barriers of unfamiliarity 
that in the past have stood in the way. 

“We must avoid the use of technical 
terminology and use instead language 
that a man of average intelligence can 
understand and apply to himself, his own 
family and his own property. We must 
subordinate the technique of trust admin- 
istration and instead emphasize and ex- 
plain in simple language the practical and 
valuable services, rendered every day by 
trust institutions, that are services in 
which people in general are interested. 
We must show that these services are 
adaptable to the needs of normal men and 
women in the course of their daily lives, 
as well as to the needs of those who, be- 
cause of youth, or age, or for any other 
reason are incapacitated for active man- 
agement. 

“In our efforts in this direction, we 
must include all the people. We must ex- 
plain the trust business, not only to the 
wealthy or to those with estates large 
enough for it to be profitable to adminis- 
ter them, but just as much to people of 
small estate or even of no estate at all. 
We want everybody to understand what 
our task is, what it is that we do. for 
people, and how it is our constant aim to 
further the interests of those whose 
affairs are entrusted to us. Sound, sus- 
tained good will for trust institutions is 
dependent, in the long run, upon taking 
trust education to all the people, and not 
limiting it to those who may be immediate 
or eventual trust customers. Woodrow 
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flake This Experiment 


Here’s an interesting proposal. 


Figure out how much income your family would 


have if you were taken from them. 


Then try to support them ade- 
quately on that amount. 

If you yourself could not, you 
should acquire more Life Insur- 
ance protection in fairness to 
your dependents. 
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Wilson said, ‘The great voice of America 
does not come from seats of learning. It 
comes in a murmur from the hills and 
woods and the farms and factories and 
the mills, rolling on and gaining volume 
until it comes to us from the homes of 
common men.’ The same principle applies 
in the trust field. Trust institutions have 
a secure place in American life only to 
the extent that trust business, trust serv- 
ice, and trust institutions are understood, 
are accepted, and are spoken well of in the 
homes of common men. 


What the A. B. A. is Doing in This Field 


“How to accomplish this is the problem 
of public relations. It has been an acute 
problem in the last year, as you all know. 
Banking has been under fire. Trust busi- 
ness has suffered along with deposit bank- 
ing. Now, however, there are signs of a 
change in attitude. The public appears to 
be definitely less hostile, definitely more 
in a receptive, inquiring mood. The execu- 
tive officers of the American Bankers 
Association have reached the conclusion 


that the time is at hand to take action to 
develop a better general public attitude 
and to work for the restoration of merited 
confidence. The American Bankers Asso- 
ciation has, accordingly, set actively to 
work on a program looking to that end. 
Here are a few of the things that have 
been done: 


“Simple, constructive, non-controver- 
sial articles about banking and sound 
financial policies have been supplied to 
about six thousand newspapers. 

“Co-operation has been given to banks 
which have undertaken individually, or 
in local groups, to deal with public rela- 
tions in their own communities through 
their own advertising. 


“The specialized advertising service, 
which as you know, has for many years 
been operated by the Trust Division, has 
become a part of an advertising depart- 
ment of the Association itself, which has 
been expanded so that in future it will 
not only continue to supply such special- 
ized trust advertising, but will also sup- 
ply a broader general advertising service 
having to do with all types of banking. 
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“These and other activities are all de- 
signed to play a part in laying the founda- 
tion that should sooner or later make pos- 
sible more aggressive action, tending to 
improve the public attitude toward the 
new banking structure that is emerging. 
Their purpose is clearly set forth in Presi- 
dent Hecht’s letter of November 10, 1934, 
to American Bankers Association mem- 
bers, in which he said, ‘Wherever bank- 
ing can establish such relations with the 
people of its community as to make them 
instinctively feel that it is an inherent 
part of their own daily lives and welfare 
and that its operations must be intimately 
associated with their own plans and re- 
quirements, it will thereby set up impreg- 
nable: defenses against the various forms 
of interference or attack that from time 
to time assail our banks.’ 


What the Trust Division Is Doing 


“Good public relations are even more 
important to trust institutions than to 
banks, because competition ir the trust 
field is broader and more comprehensive 
than it is in the banking field. Competi- 
tion in commercial banking is limited to 
competition from banks. Competition in 
the trust field is not limited to trust insti- 
tutions. 

“The Trust Division has, therefore, 
been giving a great deal of thought to the 
development of practicable ways of im- 
proving the public relations of trust in- 
stitutions throughout the United States. 
A special committee was appointed last 
February, under the chairmanship of 
Gwilym A. Price (who, but for an acci- 
dent, would be here to tell you about his 
committee’s work), and was charged with 
the duty of investigating and reporting 
with recommendations on this subject. 

“Starting with the premise that since 
public relations are unavoidable, and good 
public relations are essential to the suc- 
cess of the trust business, good public 
relations may well be regarded as second 
in importance only to good trust service, 
this committee, after careful study, 
reached certain definite conclusions. 

“Some of the measures already de- 
scribed are attributable to its work. 
Among its recommendations is one that 
trust services should be made more gen- 
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erally available and accessible to all the 
people who would benefit from them—just 
as much so to people with small estates 
living in or near small towns and cities 
as to those with large estates living in the 
larger cities. A study of this problem has 
accordingly been undertaken by a Special 
Committee on Extension of Trust Services 
appointed last October. 

“Most of the practical conclusions and 
recommendations of both committees, 
however, require the active co-operation 
and help of local trust associations. 

“In working for the maintenance of 
the high standards of trust service set 
forth in the Statement of Principles of 
Trust Institutions, in arranging for dis- 
semination, through local publications, of 
material with news value, in working for 
friendly relations with lawyers and with 
life underwriters (to give a few specific 
examples) the Trust Division is able to 
start the ball rolling, but it has to depend 
upon the individual trust men and women 
in their respective localities, preferably 
working through local associations, to 
produce the tangible results. 


What Individual Trust Institutions Can Do 


'“The most important thing that these 
individual trust men and women can do 
is to see to it that their individual trust 
institutions are prepared on the inside to 
render good trust service. Next, they must 
see to it that the good will of their trust 
customers is cultivated. Much criticism 
could be forestalled by more attention to 
the education of beneficiaries, trustors, 
and co-trustees. This education should 
begin at the time the customer makes his 
or her first contact with the Trust Depart- 
ment. Many have found a definite routine 
to be carried out at such time to be help- 
ful—a routine aimed at making an under- 
standing and a pleased beneficiary by an 
early, full and frank explanation of ad- 
ministrative and management problems 
and limitations. 

“Tt is important to supply to trust cus- 
tomers full and complete information 
about the condition of accounts in which 
they are interested and to do this prompt- 
ly and at regular intervals. It is important 
to let them know that we are willing and 
glad to consider their suggestions for the 
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California Trust Company 
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@ CAPABLE MANAGEMENT 


offered you and your clients in California 


betterment of these accounts, and when, 
in our opinion, it becomes necessary for 
some action to be taken or some change 
to be made, it is important to show them 
why a certain procedure must be followed, 
and what it is hoped to accomplish by it. 
We must help them to understand our 
aims and our accomplishments. One favor- 
able remark about a trust institution 
made by a trust customer to a friend is 
worth many a printed advertisement. 

“Advertising, nevertheless, is an accept- 
ed and approved method of improving 
both customer and public relations, and 
an abandonment, or even drastic reduc- 
tion of trust advertising is believed to be 
a false economy. 

“Likewise, personal contact improves 
public relations. For the making of per- 
sonal contacts, men and women who are 
thoroughly grounded in trust business, 
both from a theoretical and a practical 
viewpoint—not high pressure salesmen— 
should be retained or employed by trust 
institutions on a still larger scale. 

“Tt should never be lost sight of, how- 
ever, that good trust advertising and good 
personal representation are profitable 
accessories to good trust service, not sub- 
stitutes for it. 


What Local Trust Associations Can Do 


“As has been said, however, much that 
the Trust Division seeks to accomplish re- 
quires the active cooperation and assist- 
ance of local trust associations throughout 
the country. The Trust Division believes 
that local trust associations should be 
increased in number, so that every trust 


institution, insofar as possible, shall be 
an active member of at least one. The sup- 
port and assistance of more and better 
state, city and sectional trust associations 
are more than ever essential to the suc- 
cess of the Trust Division’s efforts to 
make trust services more generally avail- 
able, to improve the quality of trust serv- 
ice, and to improve the public relations 
of trust institutions. 

“The Trust Division’s 1934-1935 direc- 
tory showed state organizations of any 
sort in only thirty-three states and the 
District of Columbia. In eight of these 
thirty-three states the state trust organ- 
ization is only a trust committee of the 
State Bankers Association, which often 
means that apart from infrequent meet- 
ings of a small committee, there is no real 
association of trust institutions or gath- 
ering of trust men and women in that 
state. This leaves twenty-five states and 
the District of Columbia with either state- 
wide associations or trust divisions or 
sections of the State Bankers Associa- 
tion. Four additional states, though with- 
out any statewide organization, contain 
city, county or sectional trust organiza- 
tions, while eleven states have as yet no 
trust organization of any sort. 

“In all states, however, it must have 
been necessary, during the period in 
which the Bankers NRA Committee for 
the state was endeavoring to prepare 
regulations for fair trade practices under 
the NRA Code, for the trust men, in meet- 
ings for the purpose of formulating 
schedules of uniform minimum fees for 
trust services, to have made some start 
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toward an organization. It is most earn- 
estly hoped that the start thus made will 
not be wasted, but will be used by the 
trust men of all those states which do not 
have statewide trust associations as the 
foundation on which to build, as quickly 
as possible, state associations set up either 
as independent organizations or as trust 
divisions or sections of the state bankers 
association, and not merely as trust com- 
mittees. 

“City, county and sectional trust asso- 
ciations, being naturally more closely knit 
groups than state organizations, are in a 
position to meet much more frequently, 
to organize more completely, and hence to 
assist particularly effectively in the public 
relations activities of the Trust Division. 
The Trust Division’s directory shows only 
nine county or sectional organizations 
and only twenty-two city organizations 
located in only nineteen of the states. 
There may be others, of which the Trust 
Division was not aware when the direc- 
tory was published, but surely, if when 
you return to your institutions you will 
address yourselves actively to the organ- 
ization of a city, a county, or a sectional 
association, the number can be greatly in- 
creased. You will find the headquarters 
office of the Trust Division prepared to 
supply helpful information and only too 
glad to assist you. 

“To such newly-formed associations, as 
well as to existing trust associations, the 
Trust Division makes certain definite sug- 
gestions. Possibly no association can 
adopt all of them, but all trust associa- 
tions can follow many of them, and it is 
hoped, develop additional activities espe- 
cially suited to their localities. 


“First of all, meet regularly. Only the 
active trust association is effective. In the 
intervals, have an executive committee, a 
standing committee to arrange a pro- 
gram for regular meetings and other 
standing committees similar to those of 
the Trust Division. 


“Work in close cooperation with your 
local commercial bankers’ group or clear- 
ing house association. They have common 
cause with the trust association in the 
maintenance of public confidence. Take 
part, as an organization, in civic activi- 
ties. Consider local civic questions in the 
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light of their effect on beneficiaries of 
trusts, and work for those that deserve 
your association’s support. 

“Work through your association for the 
maintenance of higher standards of trust 
service in your locality. Strive for the 
education of banking personnel as well as 
trust personnel, through A. I. B. courses 
and through group meetings, in trust 
service and in customer relations. Strive 
for adherence in all respects to the State- 
ment of Principles of Trust Institutions, 
bearing in mind especially its require- 
ments as to informing beneficiaries fully, 
as to high standards for trust advertising, 
and as to uniform fees. To deal with the 
matter of uniform fees have a standing 
committee on Costs and Charges. 

“Designate an official press relations 
man of your association. Authorize him 
to keep the press informed about your 
activities and about national or state 
trust happenings that have publicity 
value. Expect him to explain to reporters 
the principles and purposes of trust busi- 
ness. Publicize your meetings, so as to 
take your place among the organizations 
recognized as leaders in your community. 
Consider the use of the local radio stations 
for talks in the interest of trust business. 
Stand ready to provide a trust speaker at 
the request of local groups, such as city 
clubs, women’s clubs, schools, colleges, 
etc. A standing committee on Trust Infor- 
mation might handle all these activities, 
cooperating with the Trust Division’s 
committee. 

“Establish and maintain contact with 
your local Bar Association. See that it is 
acquainted with the Statement of Princi- 
ples of Trust Institutions. Develop, per- 
haps through a standing committee on 
Cooperation with the Bar, a friendly re- 
lationship which will make possible frank 
discussion of mutual problems. 

“Establish and maintain contact with 
your local underwriters’ association. See 
that its members become acquainted with 
the Statement of Principles of Trust In- 
stitutions, and also with the Statement 
of Guiding Principles for Relationships 
between Life Underwriters and Trust 
Men. These principles offer a basis for 
the development, perhaps through a stand- 
ing committee on Relations with Life 





bie 3S 


Underwriters, of a mutual understanding 
on the basis of local conditions. 

“Make use of the facilities of the head- 
quarters office of the Trust Division. It 
has a great deal of information on trust 
subjects. It can get for your association 
or for any of its committees the informa- 
tion you want. 

“These activities, outlined with public 
relations particularly in mind, leave un- 
mentioned other logical activities of local 
associations that have been found to be 
most helpful. Many such associations have 
rendered valuable services to their mem- 
bers by promoting desirable and construc- 
tive legislation and discouraging unwise 
and destructive legislation, and by initiat- 
ing and carrying on research work in the 
trust field. 

“An obvious very great value of such 
associations is that they afford the most 
effective means known for promoting 
personal friendships and acquaintances 
among trust men and for providing com- 
mon meeting places where current prob- 
lems and subjects of interest can be dis- 
cussed to mutual advantage. 

“The Trust Division earnestly urges the 
formation of more and better trust asso- 
ciations, not only for states and large 
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territorial regions, but for cities, counties 
and smaller territorial regions, in which 
it is possible to have frequent meetings 
and active committees. It desires to 
acquaint all such trust associations with 
the aims and objects of the Division’s 
Public Relations program, and to enlist 
their active assistance in making it a 
success. The task is not an easy one. It 
is not one that we can ever consider com- 
pleted. But to assist trust institutions in 
upholding the high standards of good 
trust service and in building good will 
among their customers, and to aid them 
in acquainting the public at large with 
the work of trust institutions, and with 
the value of those high standards, is an 
inspiring task. The Committee on Trust 
Information is anxious to help in every 
way possible, and earnestly seeks your 
active cooperation. The other committees ° 
of the Trust Division will gladly assist 
your local committees, each in its par- 
ticular field. From the whole Trust Divi- 
sion organization, therefore, comes both 
an earnest appeal and a sincere invitation 
to a long association in a great nation- 
wide movement helpful to trust business, 
trust institutions, and the public as a 
whole.” 


Spoke at Mid-Winter Trust Conference 


LEON M. LITTLE 


Vice President, New England 
Trust Co., Boston 


RUDOLPH S. HECHT 


Chairman of Board, Hibernia Na- 
tional Bank in New Orleans 


HAROLD ECKHART 


Vice-president, Harris Trust & 
Savings Bank, Chicago 





a Bank? 


To many it may be merely a substan- 
tial building on Main Street; to others, 
an impressive array of figures; to 
others, a group of officers and em- 
ployees engaged in rendering a public 
service. 

To our correspondents, this Bank is an 
institution which through a combina- 
tion of strength, long experience, and 
an extensive list of well-managed bank 
connections here and abroad, is en- 
abled to extend to each the facilities of 
all—a veritable clearing house of credit, 
collection, and complete banking ser- 


vice. 
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Griswold Questions Wisdom of Referring to Tax Rate 
Differentials in Trust Advertising 


The address of Robertson Griswold, 
Vice-President, Maryland Trust Com- 
pany, Baltimore, Md., on “The Rela- 
tionship of Trusts to Tax Saving,” at 
the second session of the Mid-Winter 
Trust Conference, is given in full. 


a gathering of representative trust 

men that one of the most intricate 
and complex problems facing all of us to- 
day is the proper handling of tax ques- 
tions. Our difficulties are accentuated by 
the fact that the public is becoming in- 
creasingly tax-conscious. The growth of 
advertising dealing with various methods 
of reducing tax liability has created in the 
minds of beneficiaries an unrest and fear 
lest their estates may be paying, or may 
have to pay, taxes in excess of the irre- 
ducible minimum required by law. Hence 
we are now being constantly presented 
with proposals to amend existing trust 
agreements, or to revoke such agreements 
and accept in lieu thereof other instru- 
ments in a different form. 

“That a corporate fiduciary should do 
everything in its power to pay only a le- 
gally proper tax cannot be gainsaid. The 
distinction between tax avoidance and tax 
evasion has been pointed out so often and 
is, I am sure, so clear in your minds that 
it seems hardly necessary to dwell upon 
it. The deliberate adoption of legal meth- 
ods to reduce or avoid taxes is not an 
act involving any moral turpitude. In a 
case decided many years ago, the Supreme 
Court of the United States said: ‘If the 
device is carried out by the means of 
legal forms, it is subject to no legal cen- 
sure. * * * While his (i. e., the taxpayer’s) 
operations deprive the government of the 
duties it might reasonably expect to re- 
ceive, it is not perceived that the practice 
is open to the charge of fraud. He re- 
sorts to devices to avoid the payment of 
duties, but they are not illegal. He has 
the legal right to split up his evidences 
of payment and thus avoid the tax.’ 
(Isham vs. United States, 17 Wallace, 
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496). In a later case, Mr. Justice Oliver 
Wendall Holmes said: ‘We do not speak 
of evasion, because, when the law draws 
a line, a case is on one side of it or the 
other, and if on the safe side is none the 
worse legally that a party has availed 
himself to the full of what the law per- 
mits. When an act is condemned as an 
evasion, what is meant is that it is on 
the wrong side of the line indicated by 
the policy if not by the mere letter of 
the law.’ (Bullen vs. Wisconsin, 240 U. S. 
625, 630). The same viewpoint is again 
expressed by Mr. Justice Holmes in the 
case of Superior Oil Co. vs. Mississippi 
280 U. S. 390, 395, 396, in the following 
words: ‘The only purpose of the vendor 
here was to escape taxation. * * * The fact 
that it desired to evade the law, as it is 
called, is immaterial, because the very 
meaning of a line in the law is that you 
intentionally go as close to it as you can, 
if you do not pass it.’ 


Rule Does Not Apply When Tax-Saving 
Devise is a Sham 


“It should be remembered, however, 
that this rule of law does not apply when 
the entire tax-saving device is a sham. 
In a case recently decided by the Supreme 
Court, the taxpayer formed a corporation 
purely for the purpose of taking advan- 
tage of the reorganization provisions of 
the income tax law. When the corporation 
had exercised this limited function, it 
was, in the words of the Court, ‘immedi- 
ately put to death’. In holding the entire 
transaction invalid from a tax standpoint, 
the Supreme Court said: ‘The whole un- 
dertaking, though conducted according 
to the terms of sub-division (B), was in 
fact an elaborate and devious form of 
conveyance masquerading as a corporate 
reorganization, and nothing else. The rule 
which excludes from consideration the 
motive of tax avoidance is not pertinent 
to the situation, because the transaction 
upon its face lies outside the plain intent 
of the statute. To hold otherwise would 
be to exalt artifice above reality, and to 
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deprive the statutory provisions in ques- 
tion of all serious purpose.’ (Gregory 
vs. Helvering, decided Jan. 7, 1935.) 

“However, the ability to avoid unneces- 
sary taxes presupposes an intimate knowl- 
edge of taxation which it is difficult these 
days to acquire. Adam Smith, the great 
British economist of the eighteenth cen- 
tury, laid down four principles which 
should govern taxation, namely (1) equal- 
ity, (2) certainty, (3) convenience, and 
(4) economy in administration. How 
sweet these words sound to an ear at- 
tuned to the present discordant tax sym- 
phony! If our Federal tax system could 
only be administered in approximate ac- 
cord with Adam Smith’s tenets, what a 
happy world this would be for the trust 
official! If there is anything more con- 
fusing than the sporadic and kaleidoscopic 
changes in the tax picture, I have yet to 
see or hear of it. Just how does a trust 
man become a tax expert, and how long 
does he stay that way? In a day limited 
to twenty-four hours, and with the usual 
time out for sleep, how does one, in ad- 
dition to his other duties, keep abreast 
of the decisions of the United States Su- 
preme Court, of the Circuit Courts of 
Appeals and of the lower Federal Courts; 
of the opinions of the Board of Tax Ap- 
peals; of the memoranda and recom- 
mendations of the Committee on Appeals 
and Review; of the Assistant-General 
Counsel’s memoranda; of the Solicitor’s 
law opinions, memoranda and recom- 
mendations; of the Treasury Depart- 
ment’s decisions and circulars; of the 
rulings of the Estate Tax Division; of 
the Attorney-General’s opinions; of the 
office decisions; of the Advisory Tax 
Board’s memoranda and recommenda- 
tions, and of the various mimeographed 
letters? 

“What we tell our customers today may 
be all wrong tomorrow. One of our bank’s 
customers, who was a doctor and had 
been associated with the Public Health 
Service during the War, came into our 
office shortly thereafter and inquired as 
to whether his pay while in the service 
was subject to tax. We looked up the mat- 
ter and told him that, as he had not been 
connected with our country’s armed 
forces, he would have to return his pay 
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as taxable income. Shortly afterwards, 
he came in again and said that one of his 
colleagues in the Public Health Service 
had heard that there was a recent decision 
exempting such pay from income tax. 
Upon investigation, we found that since 
our last advice, Office Decision 495 had 
been handed down, holding such pay to be 
non-taxable. Our customer filed a claim 
for a refund and obtained it. About a 
year later, he appeared and said that the 
Government had renewed its claim that 
the income was taxable. We again re- 
ferred to our tax service and found that 
Office Decision 495 had been overruled by 
Office Decision 904, and his pay held tax- 
able. First taxable, then non-taxable, 
then taxable—I fear that our customer is 
still somewhat dizzy. 


Attitude of Courts and Congress Increases 
the Advice Hazard 


“When we come to the court decisions, 
we encounter further perplexities. With 
the same question involved, one Circuit 
Court of Appeals decides a tax case one 
way, another one another way, and we are 
left in a state of suspended animation. 
When the Board of Tax Appeals decides 
a case, the Commissioner may acquiesce 
or may not acquiesce, in which latter 
case we are just about where we started. 
Even the Supreme Court of the United 
States, which is ordinarily thought to 
speak with absolute finality, may over- 
rule its own former decisions and is not 
bound by the usual doctrine of stare de- 
cisis, which requires a court to follow its 
own precedents. Thus in the case of Pol- 
lock vs. Farmers Loan & Trust Co., 157 
U. 8S. 429, the Supreme Court, while hold- 
ing that the doctrine of stare decisis is 
a salutary one and is to be adhered to on 
proper occasions and in respect to de- 
cisions directly upon points in issue, dis- 
tinctly stated that it should not extend 
the doctrine to a decision upon a consti- 
tutional question if the Court was con- 
vinced that error in principle might su- 
pervene. A practical application of this 
position is to be found in the now famous 
Minnesota case (280 U. S. 204), which 
flatly overruled, on the question of the 
taxation of intangibles, the Court’s for- 
mer decision in Blackstone vs. Miller, 188 
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U. S. 189. Far be it from us to criticize 
this particular departure from precedent, 
as it was a real blessing to every trust 
official, but it is nevertheless an excellent 
illustration of the uncertainty which at- 
tends all tax problems. 

“Nor is this the end of our hazards. 
If the Supreme Court sustains the tax- 
payer, Congress will most probably bend 
every effort to circumvent the decision. 
On March 2nd, 1931, the Supreme Court 
handed down its decision in the case of 
Burnet vs. Northern Trust Co., 283 U. S. 
782, holding that property transferred 
under an irrevocable deed of trust, in 
which the decedent had reserved a life 
estate, did not pass at or after the death 
of the grantor but at the date of the exe- 
cution and delivery of the deed of trust, 
and therefore was not subject to the Fed- 
eral estate tax. Within fort-eight hours 
after this decision, by the passage of a 
Joint Resolution which was approved at 
10:30 P. M. on March 3rd, 1931, Congress 
had so amended the law as to bring with- 
in its terms trusts of the character af- 
fected by this decision. 

“A leading member of the Maryland 
Bar once remarked that no salary that the 
Government could pay would be too much 
for a man who could draft legislation in 
such a form that it would diminish the 
endless stream of litigation that seems to 
flow in the wake of all new statutes. The 
same would seem to apply to the ever- 
increasing flood of regulations and in- 
terpretations which emanate from the 
tax kingdom. Rulings clarify former rul- 
ings, and other rulings clarify the clari- 
fied rulings. If in the first instance, the 
legislation, regulations and rulings could 
be so drafted as to avoid, insofar as it 
is reasonably possible to do so, any am- 
biguity in expression, much expense and 
vexation would be saved the Government 
as well as the taxpayers. 


Broader Questions of Policy Cited In Urging 
Caution 


“The hodge-podge of words often found 
in statutory enactments compels attorneys 
to study the committee hearings and con- 
gressional debates in order to ascertain 
just what the legislation really means. 
Federal tax services, formerly published 
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in one volume, have now expanded four- 
fold, and judging from past experience, 
will continue to increase and multiply. 
Pending some sort of a simplification of 
this tax turmoil and hurly-burly, I be- 
speak your earnest consideration of the 
question as to just how far we should 
hold ourselves out to the public as being 
the last word in matters of taxation. As 
to trusts already in our care, I attempted 
earlier in this paper to show that it is 
our bounden duty to see that not a cent 
more is paid in taxes than what is legally 
due—that the highest court in the land 
recognizes our right in this regard. But 
my present query is addressed to a pos- 
sible assumption on our part that we are 
in a position to give sound advice as to 
what will be the ultimate result of a pro- 
posed tax set-up which is based solely on 
what we know at the time of the execu- 
tion of the instrument. 

“Tt is of course true that some of our 
larger trust companies are in a position 
to maintain particularly efficient and up- 
to-date tax departments which can follow 
all developments in a manner that is de- 
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nied to most of us. But even then, is it 
good publicity for us to suggest that we 
can so arrange the affairs of our cus- 
tomers that their estates will not feel to 
any undue extent the burdens of taxa- 
tion, thereby creating an impression that 
we are ranging ourselves against the Gov- 
ernment? Many a man on the street has 
the unfortunate idea that every estate 
that is being administered by a trust com- 
pany must of necessity be most sub- 
stantial, neither does the ordinary mortal 
grasp the distinction between tax avoid- 
ance and tax evasion. That this is true 
was plainly shown by letters written to 
the press at the time of a congressional 
investigation of a private banking house 
which bore an unsullied reputation and 
whose only sin was that it didn’t pay more 
taxes than had been computed in accord- 
ance with the mandate of Congress and 
the regulations relating thereto. 
“Furthermore, rather than give the im- 
pression to tax officials that their inter- 
ests and ours are always in conflict, 
isn’t it better for us to manifest a desire 
to cooperate? That much can be accom- 
plished by amicable discussion is well il- 
lustrated by an incident a few weeks ago. 
You have undoubtedly all seen and read 
the circular letter sent out by the Trust 
Division on January 18th on the subject 
of Fiduciary Returns (Form 1041). The 
new form of return for the year 1934 re- 
quired an itemized listing of all dividends 
received during the year, stating the 
amounts and the names and addresses of 
the corporations declaring the dividend. 
Also, under Instruction 23, fiduciaries 
were required to file with the return a 
copy of the will or trust instrument, to- 
gether with a statement by the fiduciary 
giving the construction or interpretation 
of those provisions of the trust instru- 
ment which determine the extent to 
which income of the estate or trust is 
taxable to the estate or trust, the bene- 
ficiaries and the grantor. There is no 
need to tell you that an explicit compli- 
ance by corporate fiduciaries with these 
requirements would have entailed a vast 
amount of labor. At the request of the 
Trust Division, the Deputy Commissioner 
of Internal Revenue graciously granted 
an interview to representatives of the 
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Trust Division, with the result that cer- 
tain modifications were made and our bur- 
den considerably lessened. Through this 
opportunity to interchange ideas, we each 
obtained a better understanding of the 
other’s problems, which was certainly to 
our mutual advantage. 


No Assurance That Present Tax Rate 
Differentials Will Continue 


“Since the reenactment of the gift tax, 
there has been a great deal of publicity on 
the part of trust companies as to the de- 
sirability, from a tax standpoint, of creat- 
ing immediate trusts so to save the rate 
differential between the Federal estate 
tax and the gift tax. The wisdom of such 
advertising may well be questioned. In 
the first place, if the estate tax is to be 
avoided, the gift must take the form of a 
transfer by an irrevocable deed of trust 
—a vulnerable instrument under which 
the grantor is apt to fret in the future 
even if he doesn’t decide some time to at- 
tack it in court. In the second place, just 
how do we know that there will be an ac- 
tual saving in taxes? Such a conclusion 
can only be predicated upon the assump- 
tion that the present comparative sched- 
ule of gift and estate tax rates will 
continue, and that the same estate tax 
rates will be in force when the grantor 
dies in the future as are in effect at the 
time of the gift. This is wholly proble- 
matical, for after we emerge from the 
present depression, it is possible that es- 
tate tax rates may be lowered, just as the 
rates under the 1924 Act were later re- 
troactively reduced, and the actual taxes 
collected were refunded to estates. If 
this came to pass again, it might readily 
result that the same unit of wealth pass- 
ing at death would be subject to a lower 
tax burden than if subjected to the gift 
tax under existing rates, so that the 
grantor would have been deprived of the 
use of his funds and required to pay a 
gift tax long in advance of the time at 
which any tax would have been collectible 
from his estate, and moreover, would 
have paid at a rate in excess of the estate 
tax actually payable at the time of death. 

“On the other hand, should the depres- 
sion continue longer than we anticipate, 
with another shrinkage in values, a gift 
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tax paid on higher values today might 
well be offset by a smaller estate tax on 
a lower valuation at the time of death, 
with the paradoxical result that the 
grantor, in seeking to avoid taxes, will 
have paid a gift tax larger than his 
estate would pay as an estate tax at the 
time of his death. 

“Thus we see that the grantor is gam- 
bling both on time and on values, on 
future legislation and on future tax 
policies of the Government. A few years 
ago, we told our customers that the in- 
come of a revocable trust was taxable to 
the beneficiary only, but it subsequently 
became taxable to the grantor himself, 
and this regardless of the bona fides of 
the transaction and whether or not the 
trust was created for the benefit of some- 
one who was incapable of self-support. 
This required considerable explaining to 
some of our customers, to whom an ex- 
position of the intricacies of taxation has 
little entertainment value. And who can 
foretell today just what the courts and 
the Bureau of Internal Revenue will here- 
after define as a transfer in contempla- 
tion of death? Formerly, if we could 
show that the decedent was not in ex- 
tremis, or if we could show a single con- 
vincing motive, we could exempt the 
transfer, but that is no longer the case, 
and the Bureau more and more appears 
to incline to the view that if under any 
construction, the distribution can be 


termed testamentary in character, it can 
be held subject to tax, regardless of the 
surrounding circumstances. 


Warns of Possible Conflict with Bar 
Associations 


“There is another aspect of the situa- 
tion that is entitled to your considera- 
tion, to wit, as to how far we can go in 
the offering of tax advice to the public 
before we lay ourselves open to the 
charge of practicing law. Please let me 
again emphasize that upon this subject, 
as upon others previously mentioned, we 
are not speaking of trust business which 
is already in our charge and under our 
care, but of such prospective business as 
may be merely in the offing. In a recent 
speech before the Corporate Fiduciaries 
Association of Boston, John G. Jackson, 
the former Chairman of the American 
Bar Association’s Committee on the Un- 
authorized Practice of the Law, said: 
‘There has been a tendency in recent 
advertisements to state what the law is 
in its relation to estates and trusts. The 
danger of such advertisements lies first 
in the possibility of error or of incom- 
pleteness in the statement of the law 
contained in the advertisement, and sec- 
ondly, in the danger of the misapplication 
of the law by the lay reader of the adver- 
tisement—and that is likely to make an 
extremely difficult situation for a lawyer 
dealing with a client who accepts—and 
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quite naturally—the statements of a rep- 
utable financial institution as entirely 
complete and true. I leave with you the 
suggestion that the voluntary limiting of 
such advertising by corporate fiduciaries 
may be worth consideration by your asso- 
ciation. I would strongly deprecate legis- 
lation on this subject as likely to be un- 
fair, inadequate and tending to create 
that unnatural state, a static condition. 
No need ought to exist for the legislature 
to act for this purpose.’ 

“In the statement just quoted, you will 
note that Mr. Jackson speaks of the 
‘extremely difficult situation’ which a 
lawyer may have to face if the trust com- 
pany’s advertisement improperly states 
the law or gives the layman an erroneous 
impression thereof. Is the situation which 
we would have to face under the same 
circumstances apt to be any the less 
difficult or embarrassing? It seems to me 
that we are undertaking an unwarranted 
and unnecessary responsibility. And in 
this connection, it may be worth while 
for us to consider if we may not pos- 
sibly be assuming some legal responsi- 
bility when, for adequate compensation, 
we make out income tax returns for per- 
sons who are neither beneficiaries of nor 
otherwise interested in trust estates 
under our care. 

“In conclusion, I think that the time 
has come when we should give some seri- 
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ous thought as to whether we should not 
draw away from further gazing into the 
crystal-ball of future taxation, and devote 
all of our efforts to building up a repu- 
tation for the very best and most efficient 
administration of estates that can be had 
anywhere. Do not forget that we are sub- 
jected to serious competition, to meet 
which requires us not to be led astray by 
side issues. Is it not better for us to ap- 
pear before the public as expert estate 
managers rather than as tax specialists? 
The trust officials of this great country of 
ours, coming into daily contact, as we 
do, with the lives and fortunes of so 
many of our people, are under a duty 
alike to the government and its citizens 
to adopt and maintain a policy of abso- 
lute fairness in all matters of taxation 
which may arise between us and the 
government. We cannot afford to create 
an impression, no matter how erroneous 
it may be, that we are favorably disposed 
towards any plan or scheme or device 
that will deprive the government of its 
rightful share of revenue from taxes on 
estates and trusts. Let us actively combat 
any growth of the idea that trust depart- 
ments operate mainly for the purpose of 
assisting the very rich to reduce their 
taxes. If in our quest for new business, 
we stray too far afield, we are apt to find 
that what we intended to be a boom has 
proved to be a boomerang.” 


Corporate Fiduciaries Urged to Develop Facilities For 
Pension Fund Administration 


LARGE potential business for trust 
A companies in the administration of 
pension funds was pictured in his 
address before the Mid-Winter Trust 
Conference by L. G. Hanmer, Manager, 
Pension Department, Johnson and Hig- 
gins, San Francisco. 

After pointing out that “there is no 
insurance element involved in the accumu- 
lation of funds for the granting of pen- 
sions,” Mr.’ Hanmer asserted that “it 
would be not less inexpedient for banks 
and trust companies to undertake a busi- 
ness of granting annuities than it is for 
insurance companies to undertake the 


conservation of funds which entail no 
insurance hazard.” 

“Incomplete data indicates the present 
existence of some 226 insured pension 
plans under which insurance companies 
are performing both functions,” Mr. Han- 
mer continued. “There probably are not 
over twenty formal pension plans with 
respect to which the trust company per- 
forms any function at all. There are sev- 
eral hundred formal plans, however, 
where industries have undertaken the 
creation of pension reserves on what they 
term a ‘self-administered basis.’ The 
reserves in these instances are of a vary- 
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ing tangibility. Some are not more than 
a bookkeeping entry, whereas some repre- 
sent the contents of a specific portfolio. 
The trust companies have a definite and 
immediate market for their service in 
connection with such undertakings. If 
Federal agitation on the question of old 
age security produces no other beneficial 
effect, it at least provides the trust com- 
panies with sound arguments for lending 
security to these undertakings, which are 
not only presently insecure, but have done 
much to create disfavor as to individually 
operated retirement plans through that 
very insecurity. 

“The potential beneficiaries under such 
a plan can place little or no reliance, un- 
less the funds are trusteed with a third 
party, in the ultimate fulfillment of the 
conditions. 


Actuarial Control Essential 


“The banking institutions which un- 
dertake to advocate the use of their facili- 
ties for the first phase of this undertaking 
must provide or have the use of a depend- 
able, centralized, disinterested bureau 
equipped to exercise actuarial control over 
the adequacy of the reserves as accumu- 
lated and to render proper consulting 
service to the client. The security of the 
corporate trusteeship alone is not enough. 
The fact is that at present this equally 
important function of determination of 
adequacy is performed almost exclusively 
by the insurance companies. The impor- 
tance of this function and the necessity 
for it tends to keep the market closed 
against the trust companies to the degree 
that the trust companies themselves are 
unable to provide it. 

“‘As to the present market for corporate 
trusteeship of current reserves above re- 
ferred to, such an advisory bureau may 
perform another valuable service. It may 
determine that the conditions of the exist- 
ing plan, the custody of the reserves of 
which is sought by the trust company, are 
no longer compatible with the social re- 
quirements on the one hand or sound 
financing on the other. Such a service 
would make for economy of operation of 
the pension undertaking of the client, and 
it frequently transpires as between two 
alternative plans one that may fully 
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serve the purpose may involve obligations 
differing by tens of thousands or millions 
of dollars from another which may, at its 
inception, have been deemed to be a 
proper answer. 

“The pending legislation which in its 
present form is antagonistic to private 
pension plans has met with little organ- 
ized opposition on the part of manage- 
ment. Enterprises where existing plans 
have been in effect for many years are 
watchfully waiting to see what the out- 
come will be, with the thought in mind 
that they may or may not retain their 
existing plan in part for the purpose of 
supplementing the inadequacy of such 
pensions as would result under the Gov- 
ernment plan. It is conceivable that Man- 
agement, resentful of the many Govern- 
mental raids upon their rights of self- 
determination, may abandon existing 
plans entirely to the tremendous detri- 
ment of those of their employees who had 
thus far rendered good and faithful serv- 
ice in anticipation of a reasonably gen- 
erous old age income. 

“Whatever else may be said against the 
industrial system, nothing could be better 
adapted to the purpose of creation of 
reserves against human depreciation, 
except for the difficulty of educating 
Management how to create such reserves 
in the first place and to convince Manage- 
ment by the orderly presentation of facts 
that the existence of the reserves lowers 
production costs. 

“As a matter of fact, considering the 
ease with which industrial pensions could 
be thus made mandatory, there is not the 
slightest necessity for direct Federal or 
State old age grants to industrial work- 
ers, however necessary such grants might 
be to non-industrial workers and non- 
workers. 


Shortcomings of Government Plan 


“The proposed legislation does not con- 
template affording actual relief for some 
two years. Certainly within that period 
and with a lesser outlay a comprehensive 


and successful educational 
could be conducted. 

“Tt is a fact which is easily proved, that 
the pensions which under the Government 
plan would be maximums, are practically 


campaign 
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minimums under all private plans that are 
now in existence. Without going into too 
great detail about the technical structure 
of private industrial pension plans, it will 
be obvious, even to a casual observer, that 
the requirements differ widely in various 
industries. 

“The Government plan can make no 
distinction between individuals, or give 
any recognition to merit or any considera- 
tion as to retirement age. 

“The tax upon payrolls has a varying 
effect upon operating cost. In some in- 
dustries payroll represents a large part 
of the cost of the product or of service 
rendered. In others it is relatively unim- 
portant. 

“Obviously, private pension plans under 
the latter classification can be and fre- 
quently are very generous, and in such 
instances those Managements enjoy the 
advantage of better selection from the 
ranks of available help. 

“We cannot afford to be optimistic as 
to the possibility of industry not being 
required to conform to some Federal 
retirement system based on the proposed 
legislation. We can be sure, however, that 
industries throughout the country who 
have hitherto turned a deaf ear to the 
pension idea, will hereafter be receptive 
to any constructive advice as to how they 
can make the best of a poor situation. 

“The silver lining to that cloud may be 
found in the general assumption that, 
since Government pensions are to be lim- 
ited to employees receiving less than 
$150.00 a month, there is small need for 
Management to hereafter concern itself 
with the adequacy of the old age income 
to be received by these people, who, al- 
though collectively the most numerous, 
are individually of the least importance 
to the industry. Plenty of attentive Con- 
gressional ears will be attuned to the 
future needs of this group. 


Importance of “Middle” Group 


“Employees receiving more than $150.00 
a month but, let us say, less than $10,000 
a year, being an unpopular minority have 
no political importance but are individu- 
ally of considerable importance to their 
industry. Upon their shoulders rests, in 
varying degree, responsibility for profit 
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and loss, sales increase or decrease, har- 
mony or disharmony in the organization. 

“Managements, from a humanitarian 
point of view, or a practical one, will not 
be content that these people be discrim- 
inated against. As to these people, volun- 
tary private plans must be established 
and trust companies are the logical cus- 
todians of the necessary reserve—particu- 
larly if they amplify such custodianship 
with intelligent counsel as to proper 
procedure and its probable effect. 

“In a given industry employing, say, 
one thousand people, less than one hun- 
dred may be excluded from the Federal 
undertaking, but the pensioning of those 
people, who really constitute the members 
of that industrial family, as contrasted 
to the hired help, cannot fail to prove 
profitable. It is infinitely more important 
to replace a super-annuated executive or 
junior executive with a younger and more 
ambitious individual, than it is to replace 
a few elderly unskilled workers. Also the 
higher paid and more responsible people 
in an organization are the ones least able 
to get along on a mere subsistence after 
retirement. The relationship of such in- 
dividuals to the Management and to the 
stockholders, and the value of the services 
which they may have rendered through 
a lifetime of effort, necessitates retire- 
ment with dignity when the time comes. 
Also their mental attitude is of great 
importance to the Management who must 
rely upon their judgment in matters of 
importance. There is no question in the 
world but what the existence of a sound 
pension reserve, parts of which are known 
to be ear-marked for the account of such 
individuals, has a definitely favorable 
effect upon mental attitude. 

“Many organizations have hesitated to 
involve themselves in a comprehensive 
plan embracing, as in the case indicated, 
ultimate reserves for the account of one 
thousand people, which reserves would 
ultimately aggregate several millions of 
dollars. 

“These same Managements who have 
shied away from such an undertaking 
when they contemplated its costs, will 
probably reverse their position when it 
is understood that the individuals in- 
volved number one hundred or less, that 











the undertaking with such people, because 
of their better understanding of such 
things, can be put on a co-operative basis 
and financed jointly by the individuals 
concerned and the Management at a figure 
which, when related to the total payroll, 
would be negligible. 


Advantages from Fiduciary’s Viewpoint 


“From a trust company’s point of view, 

the reserves thus established, although 
they involve perhaps only 1/10 of the 
people, are related to the highest salaried 
groups, and, therefore, would aggregate a 
substantial sum. Such an account, for 
instance, while it concerns one hundred 
people, represents only one trust and un- 
der that trust they would accumulate more 
than one million dollars. 

“There are many aspects of a favorable 
character in a pension trust that is related 
to a select group which do not apply to a 
heterogeneous group. For instance, there 
is little ‘turn over’ to be expected in this 
group, not only because of the type of 
people involved, their responsibilities and 
the nature of their work, but because 
the existence of such a pension system 
would tie them and their best interests to 
the industry that they serve. 

“While there may be a hundred or more 
existing plans under which, after this 
New Deal legislation, there will be a 
demand for trust company custodianship 
of existing and self-accumulated reserves, 
there are thousands of potential trust 
customers among the better type of indus- 
trial and service organizations through- 
out the country. 

“It is alleged that some five million 
workers are covered by existing private 
plans and that the great majority of these 
will have to be satisfied with a much less 
adequate retirement income under the 
Government plans. I think that there is 
no question but what Managements main- 
taining private plans, insured, uninsured 
or trusteed, will continue to maintain 
them on behalf of their higher salaried 
people, even though they deem it expedi- 
ent to let Uncle Sam take care of the rest. 

“Testimony before the Committee on 
Finance of the United States Senate 
which is considering the proposed legis- 
lation brings out the assumption that 
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in a jiffy” 



























In record time, the telephone 
takes you to friends or business 
associates. They may be just up 


the street or across the continent. 





















The average time for making a 
Long Distance connection is one 
and a half minutes—about half 
the time it took in 1929. Making 











your telephone service faster is 
one of the ways the Bell System 


is making it better. 
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there are forty million wage earners in 
the country and that approximately 60 
per cent of these, or twenty-four million, 
are engaged in industry. It is doubtful 
whether anything like 10 per cent of the 
twenty-four million are in salary groups 
over $150.00 a month, but there is every 
reason to suppose that not less than one 
million and a half and possibly two mil- 
lion such people will be excepted under 
the Government plan. 

“Tt is also certain that it is with respect 
to these people that Management will the 
most readily respond to the thought of 
creating co-operative reserves. 

“It is, of course, making a fur coat out 
of the bear’s hide before you get down 
your gun, to estimate the market for the 
creation of pension trusts at this time, 
but it is interesting to know that the sum 
involved will not fall far short of ten bil- 
lions of dollars. The administration of 
those trusts should not only prove profit- 
able to such trust companies as may 


ONCISE comments on current 
{ trust investment problems were 

given in a brief address by Wil- 
liam L. Hildeburn, Second Vice Presi- 
dent, The Chase National Bank, New 
York City, before the third session of the 
Mid Winter Trust Conference. Under the 
headings noted, Mr. Hildeburn said: 


1. Problem of obtaining a yield of 4% 


“It may be generally said that a re- 
turn of even this modest rate can be 
realized only by making a concession in 
quality of security or by the payment of 
such high premiums above par value as 
to call into question the wisdom of the 
purchase. 

“For a time, market prices for fixed 
income bearing securities reflected a be- 
lief that inflationary measures, although 
not proceeding to a point of discredited 
currency, might become dangerous. These 
indications have now passed and almost 
all high grade interest bearing issues are 
selling at prices to afford a gross return 
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Trust Investment Problems Discussed Concisely by Hildeburn 
Who Favors Governments Under Present Conditions 


aggressively seek that business, but it 
will extend to a marked degree the pres- 
tige and the influence of those better-trust 
companies to whom the business will 
gravitate. 

“IT am a rank outsider who has been 
permitted to address your conference, 
and as an outsider it is not my privilege 
to undertake to tell you your business, but 
perhaps I don’t have to tell you that the 
custody of pension trusts is not going to 
fall in your lap. These accounts are not 
going to be brought to you as estates are 
brought. You have first got to practice 
what you preach. You have to put your 
own house in order with respect to pen- 
sions. Second, you must use the experi- 
ence thereby gained, and reflect the sense 
of satisfaction that you then enjoy from 
the existence of such a plan, in urging 
like action upon your customers, and, 
third, he who represents you in such nego- 
tiations must know what he is talking 
about.” 





of approximately 3.10% to 3.70% which, 
after the deduction of taxes, especially 
for those in the higher brackets, pro- 
vides but a small net return. For in- 
stance, such high grade bonds as Union 
Pacific Rairoad First Mortgage Land 
Grant 4% 1947 are presently selling to 
yield about 3.10% partly due to their 
comparatively early maturity as well as 
their high grade, while Philadelphia 
Electric Co. First and Refunding 4s 
1971 are selling to yield about 3.70%. 


2. Availability of Bonds of High Grade selling at a 
Discount 


“This can be dismissed in very few 
words since practically all bonds that 
could be classified as high grade, within 
the strict meaning of the term, are sell- 
ing at par or at a premium. 


3. Availability of high grade bonds that are not sub- 
ject to call at a fixed price before maturity 


“Bonds in this category are, in many 
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instances, quoted in excess of 8% to 10% 
above par for 4% issues and correspond- 
ingly greater premiums for those of 
higher coupon rates. Because of their 
accepted quality and ready marketabil- 
ity, these are in effect used for tempo- 
rary investment at the risk of a probable 
loss in principal. This practice would 
hardly be justified for the investment of 
Trust funds. Such issues would also be 
unsuitable in instances where provision 
is made in the instrument under which 
the Trust is created, prohibiting amor- 
tization of premiums out of current 
income. The effect upon the remainder 
interest would be obviously detrimental. 
4. Availability of high grade bonds at prices not 


materially above those at which they can be called 
before maturity 


“A good many high grade bonds are 
selling at or above their call prices even 
though the call feature may be operated 
in the immediate future, and with present 
cheapness of money, many large corpora- 
tions have found it advantageous and 
profitable to borrow money at rates much 
below the coupon rate of its bonds and 
to retire them under the terms of the 
Indenture. A commitment in these at a 
price above the call figure amounts to 
chance taking since a principal loss 
would occur if these bonds were called 
earlier than anticipated or before the 
cost could be reduced by amortization. 
Nevertheless, it may be assumed that 
some latitude in this respect is justified 
and that in some instances a commitment 
may be made if the price paid is not 
much above the call price. It is thought 
that Railroad and Public Utility bonds 
standing in this position may not be as 
likely to be called under present con- 
ditions as those of industrial companies. 
5. Availability of Preferred stocks of Industrial Com- 


panies which have maintained earning power 
through the last five years of business depression 


“Hitherto where income was a press- 
ing necessity, it was possible to purchase 
the stocks of such companies as Ameri- 
can Can, Liggett & Myers Tobacco, Corn 
Products Refining 7% Non-Callable Pre- 
ferred issues which in addition to pos- 
sessing a degree of security higher than 
a number of industrial bonds, there was 
also a freedom from normal tax. How- 
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ever, the issues falling within this clas- 
sification are few and the demand for 
them has driven the price beyond 150% 
of their liquidating value with yield cor- 
respondingly reduced. Although non- 
callable, it is possible that some day such 
companies may avail themselves of the 
advantage of liquidating at par, a con- 
tingency which, though possible, does not 
appear one that is imminent or even 
probable but is one which serves never- 
theless as a deterrent to a commitment 
in these. There are some issues carrying 
a lower dividend rate and selling at cor- 
respondingly lower premiums but those 
that are otherwise suitable are very few. 
Here again, I would urge adherence to 
strict standards of quality in seeking 
escape from the handicaps of this situa- 
tion. 

6. Availability of mortgages on real property that can 


meet the tests demanded on present day basis of 
conservative appraisals 


“T do not believe that even in the light 
of experience over the past four or five 
years, mortgages should be eliminated as 
investments for Trust funds, but the 
lesson learned over that period is that 
handling of real estate mortgages has 
become a costly matter for the fiduciary. 
Mortgage Guarantee Companies can no 
longer be employed for servicing mort- 
gages. The fiduciary must now be pre- 
pared to make valuations and physical 
examinations of mortgaged properties 
from time to time; must study them 
from the standpoint of earning power or, 
in the case of dwellings, the earning 
capacity and moral risk of the mort- 
gagor and, in addition, must assume the 
work of servicing them, i. e., a periodic 
check-up of tax payments, water rates 
and assessments as well as the physical 
condition—all of which were formerly 
within the province of Mortgage Guaran- 
tee Companies. Moreover, since apprais- 
als made today may be no more accurate 
than those of five years ago, it would ap- 
pear to be good policy, if investment is 
to be made in mortgages, to do so on a 
much more conservative basis than here- 
tofore until property values have been 
more established by greater activity in 
sales and transfers, other than those 
that occur as a result of foreclosure or 
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distress selling and until the uncertain- 
ties involved in the present tendency 
toward legislation favoring the mort- 
gagor, have passed. 


7. Legal Securities 


“This class for a time represented per- 
haps the safest media for the investment 
of trust funds in that they qualified un- 
der rigid standards set up by State au- 
thority. This rigidity, however, did not 
extend to all States and the lists that 
qualified in three or four of the States 
having the most restrictive requirements 
became more or less the general stand- 
ard. This group was largely composed in 
the beginning of Government, State, 
Municipal and Railroad bonds; Public 
Utility bonds not being admitted in a 
general way until later. As a natural 
consequence, it was not unusual to find 
the investment portfolios of Trust funds 
largely composed of railroad bonds since 
these in addition to other elements of 
appeal, possessed the advantage of ready 
marketability on the leading Stock Ex- 
changes of the country. 

“The doleful story oi the railroads is 
too well known to you for repetition 
here except to say that the choice of 
such bonds today that may be regarded 
as suitable investments has dwindled to 
a comparatively few issues and for these, 
the price and yield features are as un- 
favorable as those previously referred 
to in 1 and 3. At least it may be said 


T Shartetee | 


that the rails have been afforded some 
relief from political antagonism since 
their all too apparent impoverishment 
renders them rather impotent as an ob- 
ject lesson, and Public Utilities are now 
‘on the spot.’ Attacks upon the latter 
group have gone beyond the stage of 
uninformed abuse to well informed criti- 
cism and with perhaps some justification. 
Whether or not the evils complained of 
lie with the holding companies in whole 
or in part, a political hazard has been 
introduced, the results of which are dif- 
ficult to calculate. In spite of all this, I 
feel that the bonds of public utility op- 
erating companies, whose capital struc- 
tures are conservative, and whose oper- 
ations lie in certain areas not wholly de- 
pendent upon one or a group of indus- 
tries, but where a well balanced revenue 
is derived from domestic as well as com- 
mercial sources, still provide desirable 
and suitable investments for those re- 
stricted to legal securities. 

“T think that all things considered, it 
would be well, under existing conditions, 
to employ new funds in Government 
bonds, at least in substantial measure, 
since the difference in yield as compared 
with other forms of high grade bonds, is 
not so great as to preclude such consid- 
eration, and Governments will doubtless 
remain the most liquid and stable mar- 
ket-wise, pending the arrival of a more 
propitious time to reassort the port- 
folio.” 


Legal List Gives False Sense of Security—Edwards Cites Study 
Indicating Fallacy of Present System 


e HE legal list has too long given 
a false sense of security and in 
the future must be modified in 
the light of lessons learned from the in- 
vestment experience of this depression,” 
said George W. Edwards, chairman of 
the department of economics, College of 
the City of New York, in his address 
before the third session of the Mid- 
winter Trust Conference on “Fallacies 
of the Legal List.” 
“Just as the states have adopted uni- 
form laws for the regulation of ware- 


house receipts and negotiable instru- 
ments,” Dr. Edwards declared, “‘so in the 
even more important field of trust and 
legal investment a uniform code should 
be adopted for every state in the Union. 

“It is to be hoped,” he said, “that 
trust officers, who because of their direct 
personal relations with the individual 
beneficiaries are more conscious of the 
need of protecting trust investments, 
will take the leadership in effecting this 
necessary reform in our financial sys- 
tem.” 
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The need for reform is the more acute 
because in recent years trustees have 
been confronted with the problem of find- 
ing employment for increasing trust 
funds in the face of a marked shrinkage 
in available investments, Dr. Edwards 
said. 


Gives Results of Analysis of 3,230 Bonds 


A study of the investment system, con- 
ducted by several members of the eco- 
nomics department at the College of the 
City of New York, and based on an 
analysis of 3,230 bonds, has developed 
factual evidence of the decline in the 
supply of high grade bonds available for 
the investment of trust funds. 

“In the case of railroad bonds,” said 
Dr. Edwards, “the high grade securities, 
as judged by the yield, constituted 81 per 
cent. of all the railroad bonds in 1927, 
and by 1933 they had dropped to 8 per 


171 


cent. of the total. In dollar value the de- 
cline meant that whereas the trust officer 
could select from 617 separate issues in 
1927, having a value of 8,163 millions of 
dollars, he had a choice of only 63 issues 
in 1933, with a par value of less than 
one billion dollars. 

“The decline in the volume of high 
grade utility bonds was less drastic than 
in the case of railroads. The number of 
high grade industrial bonds has always 
been much smaller than in the case of 
railroad and utilities, but even this num- 
ber was further decimated. 

“The total figures indicate a drop of 
high grade bonds, when judged by their 
yield, from a total value of $9,244 mil- 
lion to $2,919 million. From a relative 
standpoint, in 1927 somewhat more than 
one-half of the bonds outstanding could 
have been regarded as high grade, while 
only 11 per cent. of the total could have 


DECLINE IN SUPPLY OF HIGH GRADE BONDS 
(Analysis of 3,230 Bonds) 


CLASS OF BOND 





PER CENT OF 


M 
AMOUNT TOTAL 





1927 1933 1927 | 1933 








RAILROAD 


AAA—A 


number of issues 
value of issues* 


728 
$9,727 


310 
$3,959 





89 
88 





| Yield less than 


Repke 
5% 


number of issues 
value of issues* 


617 
$8,163 


63 
$986 





UTILITY 


| Rated AAA—A | 


number of issues 
value of issues* 





Yield less than 
5% 


number of issues 
value of issues* 





INDUSTRIAL 


AAA—A 


number of issues 
value of issues* 


654 


$5,973 


307 


| $2,953 


215 
$3,244 








Yield less than 


5% 


number of issues 
value of issues* 


49 
$787 


668 
$4,868 


150 
$1,657 


81 


$1,098 


20 
$276 





AAA—A 


number of issues 
value of issues 





Yield less than 


5% 








number of issues 
value of issues* 





1,597 
$15,557 


973 
$9,244 








1,059 
$9,526 


233 
$2,919 


75 
81 


71 
75 


31 
46 





47 
68 





*In millions of dollars. 
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been considered high grade in 1933. 
There is little reason to believe that 
these percentages have changed drasti- 
cally since that date.” 

Dr. Edwards presented a critical 
analysis of the bonds of Class I rail- 
roads legal for investment in the North- 
eastern states, which are generally con- 
sidered to have the strictest require- 
ments. Of these roads, seventeen were in 
default on their bonds as of the end of 
1933, while there were twenty roads 
which could be grouped as in good finan- 
cial condition, judged by the fact that 
one of their bonds was selling on an in- 
vestment yield to maturity of not above 
6 per cent. 

“Connecticut and Vermont showed the 
best results,” Dr. Edwards said, “having 
only two companies on their legal list out 
of a total of seventeen roads which even- 
tually went into default.” Other records 
varied, that of New Jersey being the 
poorest, with twelve of these defaulted 
roads eligible for investment in 1929. 


Ridicules Tests Provided by Law 


Referring to roads of good credit 
which were not on the legal list, the 
speaker said, “New York excludes six, 
or 30 per cent., of this total, while New 
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Jersey bars five, or 25 per cent. of the 
total. Connecticut keeps out the large 
number of fourteen, or 70 per cent. 
Maine rejects ten roads, or 50 per cent. 
of the total, while Vermont and Massa- 
chusetts omit nine good roads, or 45 per 
cent.” 

Investment tests laid down by the laws 
of these states, the economist declared, 
are almost unbelievably simple. Short- 
comings of some of these tests, such as 
those relating to minimum mileage, gross 
income, percentage of dividends over a 
stated period, and the ratio of the mort- 
gage to underlying property, were out- 
lined by the speaker. 

In reference to the test that income 
available for fixed charges shall not have 
been less than one and one-half times 
fixed charges, Dr. Edwards presented a 
chart showing that, from 1890 to 1930, 
the coverage was always far in excess 
of this standard for the Class I railroads, 
and stated that investors relying upon 
this unit test were given no indication 
of the impending collapse of the invest- 
ment value of railway securities. 

“This study,” Dr. Edwards empha- 
sized, “indicates the fallacy of the present 
system legal list, even in the states 
which possess most stringent require- 
ments.” 


DEFAULTED AND SOUND RAILROADS ON LEGAL LIST 





DEFAULTED RAILROADS 
ON LEGAL LIST IN 1929 


Number 





SOUND RAILROADS 
ON LEGAL LIST IN 1933 





Percent of 
Total 


Percent of 


Total Number 








12 6 30 








35 10 50 





18 11 55 





New Jersey 


71 15 | 15 





New York 





24 14 70 




















12 11 55 
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THE TRAVELERS 
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THE TRAVELERS INSURANCE COMPANY 


(Seventy-first Annual Statement) 


ASSETS 


RESERVES AND ALL OTHER LIABILITIES 


U. S. Government Bonds . 
U. S. Govt. Gtd. Bonds 
Other Public Bonds Pp 
Railroad Bonds and Stocks 
Public Utility Bonds and Stocks 
Other Bonds and Stocks 

First Mortgage Loans ._ . 
Real Estate—Home Office 
Real Estate—Other . ... 
Loans on Company’s policies . 
Cash on hand and in Banks 
Interest accrued wae: 
Premiums due and deferred 


All Other Assets 


. $181,661,098.00 


4,596,200.00 
74,349,041.00 
64,091,173.00 
60,357,596.00 
36,881,629.00 
78,234,156.72 
12,386,943.61 
40,007,429.64 


122,282,347.37 


13,649,696.14 
9,235,784.55 
25,656,635.80 
609,543.40 


Life Insurance Reserves 
Accident and Health Insurance 

Reserves eda igte ta a 
Workmen’s Compensation and 

Liability Insurance Reserves 
Reserves for Taxes . e 
Other Reserves and Liabilities 
Special Reserves 


$20,000,000.00 
17,004,960.80 


Capital 
Surplus 


. $618,384,722.24 


9,248,310.74 


45,035,819.95 
3,192,723.02 
2,285,875.89 
8,846,861.59 


37 ,004,960.80 


ToTAaL . $723,999,274.23 


Tora . $723,999,274.23 





THE TRAVELERS INDEMNITY COMPANY 


(Twenty-ninth Annual Statement) 


ASSETS 


RESERVES AND ALL OTHER LIABILITIES 


U. S. Government Bonds . 

Other Public Bonds 

Railroad Bonds and Stocks 

Public Utility Bonds and Stocks 

Other Bonds and Stocks 

First Mortgage Loans ._. 

Cash on hand and in Banks 

Premiums in Course of Collec- 
 ——e . 

Interest accrued 


ToTAL 


$3,785,039.00 
2,063,358.00 
2,149,592.00 
1,194,167.00 
9,279,509.00 
327,500.00 
1,663,753.53 


1,735,300.40 
97,541.43 


. $22,295,760.36 





Unearned Premium and Claim 
Reserves ; 

Reserves for Taxes . ans 

Other Reserves and Liabilities 

Special Reserves : 

$3,000,000.00 
5,567,108.88 


Capital 
Surplus 


TOTAL 





THE TRAVELERS FIRE INSURANCE COMPANY 
(Eleventh Annual Statement) 
RESERVES AND ALL OTHER LIABILITIES 


ASSETS 

U. S. Government Bonds . 
Other Public Bonds 
Railroad Bonds and Stocks. 
Public Utility Bonds and Stocks 
Other Bonds and Sto¢tks 
First Mortgage Loans . 
Cash on hand and in Banks 
Premiums in Course of Collec- 

qom . « « 
Interest accrued 


All Other Assets 


TOTAL 


Additional information about The Travelers Companies, including complete lists of securities, 
is set forth in The Travelers Year Book for 1935. 


$8,239,000.00 
482,000.00 
1,483,400.00 
3,352,000.00 
1,609, 100.00 
250,000.00 
1,535,748.88 


1,368,002.89 
139,696.13 
14,168.50 


$18,473,116.40 





Unearned Premium and Claim 
Reserves 


Reserves for Taxes . 
Other Reserves and Liabilities 
Special Reserves 


$2,000,000.00 
2,558,842.87 


Capital 
Surplus 


TOTAL 


Copies will be supplied upon request. 


$7,790,017.25 
394,543.45 
549,307.52 
4,994,783.26 


8,567,108.88 


$22,295,760.36 


$11,413,927.90 


411,500.28 
105,800.34 
1,983,045.01 


4,558,842.87 


$18,473,116.40 


lo 


ALL FORMS OF LIFE, CASUALTY AND FIRE INSURANCE AND ANNUITIES 





CENTRAL HANOVER 
BANK AND TRUST COMPANY 


NEW YORK 


COMMERCIAL BANKING 
FOREIGN BANKING 
CORPORATE TRUSTS 
PERSONAL TRUSTS 


Long experience and nation-wide 
& Cx} 


correspondent banking connections add an 


invaluable quality and range to the service 


we are able to render our depositors. 


MAIN OFFICE, 70 BROADWAY, NEW YORK 





Benson More Optimistic About Real Estate —Suggests Rule 
Against Financing Unnecessary Building 


estate now than I have for some 

time,” said Philip A. Benson, Presi- 
dent, Dime Savings Bank, Brooklyn, N. 
Y., in his address on “The Real Estate 
Mortgage Situation,” at the third ses- 
sion of the Mid-Winter Trust Confer- 
ence. 

“True, there are some parcels of prop- 
erty and some localities that seem to 
have no bright future. The value seems 
to have disappeared from some proper- 
ties, and owners and mortgagees might 
as well take their loss and credit it to 
their fund of experience. When pros- 
perity returns these properties will lag 
behind and perhaps never recover. The 
dark spots, however, are the exceptions. 

“T have no doubt,” Mr. Benson con- 
tinued, “there will be some construction 
of new homes—one- and _ two-family 
houses and apartments—before long. A 
building boom is not imminent, however. 
It is very likely we shall find that we 
don’t need a great amount of actually 
new space—what we need is rehabilita- 
tion of a great deal of the old space. * * * 

“There will be no lack of mortgage 
money for needed new construction. 
There is plenty of money for investment 
and I mean private money and institu- 


tional money—not government money! 
+ & & 


[eee more optimistic about real 


“Let us have a rule not to finance any 
mortgage for the erection of an unneces- 
sary building. This rule would be far- 
reaching for it contemplates a truly eco- 
nomic use of land. Observance of it 
would help prevent the erection of build- 
ings that would have a detrimental ‘effect 
on the value of existing buildings. * * * 
We should add to this rule, too, a pro- 
vision that under no circumstances should 
borrowers, by shopping around, succeed 
in getting us to bid against each other 
and raise loans against each other, even 
to finance a building economically sound. 

“We must write into our rules some- 
thing about proper and adequate apprais- 
als and other necessary information upon 


which to base our loans. Let me suggest 
that appraisals include the following: 


Land—at what it is really worth, not specu- 
lative values—not taking a few lots out 
of surrounding thousands and because 
you are going to erect a tall building on 
them consider they will thus be worth so 
much. 

Building—At cost, if it is the adequate im- 
provement and if the cost is not inordi- 
nate (as it was during the boom). 

Rents—not gross rents on date of completion 
of building, even though fully rented at 
such figures—but rents projected ahead 
say five years. What will be the steady, 
dependable gross rental income of this 
building during the life of the loan and 
beyond it? 

Trends—Toward what is the neighborhood 
headed? Are there racial changes taking 
place? Changing conditions of many 
kinds in a great city should be studied. 


“These are suggestions. Others will 
occur to the thoughtful and experienced 
lender. We have failed in the past to get 
enough information. Let’s find out what 
we need now and get it. Why not ascer- 
tain, for example, if your applicant wants 
to switch a loan from another institution 
to yours and why? Many a good loan has 
been spoiled by someone taking it from 
another lender and increasing it! * * * 

“Amortization might not be necessary 
for a few loans—for the majority, how- 
ever, it is not only desirable but neces- 
sary. How then is it to be worked? Insti- 
tutions do not have much difficulty about 
this. It doesn’t matter much if we have 
odd amounts of dollars and cents coming 
in periodically on account of principal. 
Many individuals, however, don’t like it. 
I suppose it is awkward for many trust 
accounts. Let me suggest in this connec- 
tion, however, that it may be better in 
the long run for an individual or a trust 
fund to put amortization payments aside 
uninvested than to get a big loss on the 
mortgage some day. Doesn’t it really get 
down to a slightly less return on the 
whole estate, plus some bookkeeping 
annoyance? At any rate amortization in 
my opinion should be the rule rather than 
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the exception as far as all mortgage loans 
are concerned. * * * 

“Mortgages are our best investment. 
Particularly is this so with respect to 
mortgages on homes. A moderate priced 
house in a good locality, occupied by 
good citizens, is the basis of an ideal 
mortgage. I am not one of those who 
think, however, that mortgages can really 
be made liquid. It is true that some 
degree of liquidity results from a good 
mortgage market, and also that amorti- 
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zation payments help. Mortgages should 
never be the basis of currency nor can 
I see anything in the idea of a central 
bank to rediscount mortgages. Mortgages 
are for funds requiring long term in- 
vestments at fair rates of interest and 
there are plenty of these funds available. 
If we retain our senses and like good 
scholars, learn the lessons taught us by 
experience, we are going to have reason- 
ably satisfactory results with future real 
estate mortgage loans.” 


Commercial and Trust Departments Have Common Problem 
in Public Relations, Says Advertising Agency Head 


OMMERCIAL and trust depart- 
{ ments of banks “have the common 

problem of establishing proper 
relations with the public, because the 
officers who run both are grouped together 
by the public and indiscriminately classi- 
fied as ‘bankers’,” said G. M. Hubbard, 
President of Doremus & Company, New 
York, in his address at the Mid-winter 
Trust Conference. 

“There is no doubt in my mind that 
many a well run trust department has 
suffered because the mismanagement and 
alleged shortcomings of a few commercial 
bankers have shaken public confidence in 
all banks and all bankers.” 

In discussing methods and policies 
which may aid in changing the public 
attitude, Mr. Hubbard said in part: 


Why Leave Field to Economic Quacks? 

“TI realize fully that banking is a seri- 
ous matter, that people won’t stand for 
any nonsense from the man who accepts 
for deposit or invests their money, and 
that if he is frivolous and flighty they will 
distrust him and draw their money out 
and deposit it with some one of a more 
sober demeanor. Nevertheless, it seems to 
me that there is a happy medium which 
few bankers have found, and that an un- 
willingness to talk frankly for publication 
has created a bad impression and made it 
possible for economic quacks and preju- 
diced politicians to do all the interpreting 
of the facts and to sow broadcast a 
crop of distorted ideas practically un- 
challenged. * * * 

“I would most earnestly beg every 


banker in the country to consider the 
position his profession is in, the dangers 
to which it is exposed from legislation 
based on ignorance and prejudice, the 
necessity and desirability of becoming 
articulate in acquainting the public with 
the nature and limitations of his business, 
and with the truth as to some of the false 
accusations that have been made against 
him. In short, I believe that it would be 
a grand idea for bankers to reconsider the 
relative importance of dignity, complete- 
ly relax, forget the mistake complex, and 
deal with the public through advertising 
in the same way that they discuss banking 
problems and functions with friends 
across the dinner table. 

“Tf anyone thinks that this is danger- 
ous, it would seem fair to reply that, 
judged from results, nothing could be 
more dangerous than the course which 
most bankers have pursued in the past. 

“And if anyone says that it requires 
courage, may I suggest that it requires 
even more courage, when a man who has 
already knocked you down once is stand- 
ing over you brandishing a club, to look 
the other way and pretend he isn’t there. 


Specific Suggestions for Trust Advertising 

“As to how all this should be applied to 
the particular problem of trust advertis- 
ing, I have only three specific suggestions. 
These are advanced merely as illustra- 
tions of a point of view. Anyone to whom 
the underlying idea appeals will doubtless 
find scores of different ways of giving it 
application in carrying out his individual 
advertising program. 
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F iduciary Service 


Trustees 


Walter St. J. Benedict 
Harry M. De Mott 
Jackson A. Dykman 
William N. Dykman 
John W. Fraser 

John Gemmell, Jr. 
John V. Jewell 

James H. Jourdan 
Howard W. Maxwell 
Edwin P. Maynard 
George V. McLaughlin 
Clifford E. Paige 
Robert L. Pierrepont 
Harold I. Pratt 
Richardson Pratt 
Thomas H. Roulston 
Adrian Van Sinderen 
J. H. Walbridge 
Alexander M. White, Jr. 


MAIN OFFICE 


177 Montague St.—Brooklyn Greater New York 


in New York State 


With nearly three-quarters of a cen- 


tury of continuous fiduciary experi- 
ence in New York State, we are glad 
to extend to banks and trust com- 
paniés in other states full co-opera- 
tion in the handling of estate and 
trust problems of their clients re- 
quiring special attention in thisstate. 


BROOKLYN TRUST 


COMPANY 


Nothing To 
Sell But Service 


27 Offices in 


i New York Office—26 Broad St. 


One of the oldest Trust Companies in the United States 


“The first suggestion has already been 
mentioned. It is to relax. Use your adver- 
tising space to say something that affects 
current problems, that will answer some 
question in the mind of the man in the 
street, and will create a clearer under- 
standing of some phase of banking. But 
in doing it don’t let anyone persuade you 
that you ought to use 60-foot words to 
match the 60-foot marble pillars in your 
bank. Scrutinize every piece of copy to 
see whether it sounds human. Make it as 
simple as you can and use all the homely 
phrases and concrete illustrations that 
can be found to make your story lucid, 
readable and interesting. 


Scope of Service Not Understood 


“The second suggestion has to do with 
the scope of trust service. Very few peo- 
ple realize the extraordinary variety of 
things which come under that general 
heading. A trust company will do every- 
thing from clipping coupons to bringing 
up children. Furthermore, very few peo- 
ple know much about what actually hap- 


pens when, for example, a trust estate is 
set up. I think that a clever presentation 
would interest the public in the theme of 
how many different things trust service 
includes, and what a variety of activities 
goes on in connection with any one of the 
main jobs of a trust department. There is 
a general impression that when a trust 
estate is set up, a large amount of cash 
or securities disappears into the dark 
recesses of a vast institution where it 
remains more or less inert until said in- 
stitution, having done very little except 
collect large fees, is reluctantly compelled 
to disgorge. Clipping coupons, studying 
taxes, making out income tax reports, 
analyzing securities, dispersing funds, 
keeping records, cooperating with attor- 
neys, paying bills, collecting called bonds, 
caring for minors—these and countless 
other forms of service may seem to you 
merely the routine of administering per- 
sonal trusts. The point is that lots of peo- 
ple who ought to be customers have no 
idea of the value or convenience which 
trust service might be in their cases be- 
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cause they have never had a real under- 
standing of what such service offers. I 
feel sure that there is a large field for 
further trust advertising in finding some 
way to elaborate and make interesting all 
the countless things you do for people 
when they become your customers. If you 
had the job of educating a visitor from 
Mars who had absolutely no idea of how 
you earned your living, you would prob- 
ably take him down to the bank, show him 
through all the departments, introduce 
him to a lot of people, explain a lot of 
activities, point out the time clock on the 
big vault downstairs, etc., etc. Assume 
that the man on the street is just about as 
ignorant of your activities, and conduct 
a campaign of advertising based on this 
assumption. If it is well done, I think 
you will be surprised at the number of 
people who will regard as interesting 
news some things which you take very 
much for granted. And it cannot fail to 
create a better feeling toward banks if 
the public comes to realize that trust 
service is a community asset and well 
worth what it costs. 


Trust Investment Record 


“My third and last suggestion has to 
do with the performance of trust com- 
panies in the handling of investments 
during the past few years. More than one 
banker, I am sure, has been reluctant to 
advertise trust service recently for fear 
some one would point a finger at him and 
say, “You didn’t do very well for me. 
What gives you the right to be so boast- 
ful about your service?’ 

“Do you not think that most of such 
timidity rests upon the false assumption 
that the banker falls from grace when he 
makes a mistake? If the public under- 
stands that even such a tremendous insti- 
tution as yours is run by human beings 
who, in spite of their best efforts, make 
mistakes, there will be no occasion for 
you to lapse into silence for months or 
years at a time when a world-wide dis- 
aster has, among other things, caused an 
unpleasant shrinkage in the principal 
value of a good many trusts. Can anyone 
honestly think that the value of trust 
service as a whole is discredited by such 
a circumstance or that it should be judged 
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by any such absurd standard? You know 
perfectly well that your trusts could no 
more escape some injury from the events 
of the past few years than a man can 
escape getting wet who is unexpectedly 
caught in a cloudburst. You should 
neither have any such false conception of 
your responsibility nor permit the public 
to have it. 

“Trust officers have sometimes said that 
trust advertising has a tendency to pro- 
duce a large amount of worthless in- 
quiries about unprofitable business. If the 
sole purpose of the advertising is for busi- 
ness getting and if it fails to attract any 
worth while business, the argument is 
obviously a sound one. But if the adver- 
tising has in addition a broad educational 
purpose, then the expense and trouble of 
answering such inquiries seems a small 
price for any substantial bank to pay for 
an important contribution to the public 
welfare. In fact, the larger the number 
of such inquiries, the greater the evidence 
that the advertising is being read by 
thousands of others who make no imme- 
diate or direct response, and the greater 
the corresponding satisfaction in the 
effectiveness of the advertising from the 
public service point of view. Even this 
is an understatement of the case. I am 
convinced that any bank which does a 
notable job of public education will create 
so much favorable comment and acquire 
so much good will that it will attract a 
substantial amount of profitable business 
from thoughtful and appreciative citizens. 

“T am under no misapprehension as to 
the splendid jobs of advertising which 
have been done by many trust companies 
in many parts of the country. I am merely 
urging an extension in every possible 
direction of certain basic principles, be- 
cause I believe that trust service is neces- 
sary and useful in the present scheme of 
things, that it has much to be proud of, 
that it performs economic and social serv- 
ices for which the public should be grate- 
ful, that it should shake off any inferiority 
complex from which it may be suffering, 
and through advertising as well as by 
other means make a fresh and vigorous 
attempt to explain its value to the com- 
munity and spread its activities and use- 
fulness to the widest possible extent.” 





Stonier Chines Plans for Graduate School of Banking 
To Be Opened This Summer at Rutgers 


Banking were outlined in the ad- 

dress of Dr. Harold Stonier, Edu- 
cational Director, American Bankers 
Association, in the first session of the 
Mid-winter Trust Conference. 

“T wish to call your attention,” he said, 
“to the fact that as a result of recent 
banking legislation, the administrative 
law has set up ways and means whereby 
bank officers may be dismissed by govern- 
mental action. This legislation regarding 
official personnel, I believe, is indicative 
of what may happen in the future. Many 
favor not only what the government has 
done in this regard, but they also believe 
that ways and means should be devised to 
determine whether or not a man should 
be permitted to be a bank officer. Many 
people argue that since we license doctors, 
lawyers, and others by governmental ex- 
amination, such a system should also be 
applied to bank officers. 

“Anyone who has read recent financial 
literature, or the bills introduced into 
Congress and the legislatures of various 
states is aware of the fact that this is a 
matter which the trust men of the future 
must consider. Should we have some sort 
of examination by the government or by 
the banking fraternity itself respecting 
the qualifications for bank officers? That 
question is a challenging one. Arguments 
may be developed on both sides of the 
question, but the thing for us to consider 
is the fact that this question is in the 
public mind and is being considered in 
the various legislatures. 

“The educational section of the Ameri- 
can Bankers Association is attempting to 
help in the solution of this problem and 
the others that have been enumerated 
above, which will be of concern to the 
trust men of the future. Regardless of 
how perfect the legal structure of the 
banking system might be made by law, 
there still remains the question of its 
official personnel. Banks are creatures of 
the law; they do not run themselves. 

“Up to the present time, we have had 
no educational institution in this country 
which catered particularly to the needs 


P for the Graduate School of 


of bank officers. The medical profession 
holds clinics from year to year throughout 
the country for the benefit of practicing 
physicians regardless of the number of 
years they have been in service. The 
medical men attend these clinics in great 
numbers. The conscientious banker can 
be no less sincere in his attitude toward 
his calling. It is for that reason that we 
have recently announced the organization 
of the Graduate School of Banking, which 
will open in the summer of 1935 at Rut- 
gers University. The service of this edu- 
cational unit will be for bank officers. It 
will be a combination of resident and 
extension work. * * * 

“Through the active cooperation of the _ 
Trust Division, the Institute has recently 
completed two courses in Trust Business. 
They are the basic courses in the field of 
trusts and are available through our 219 
chapters to any one who wishes to pursue 
these courses. The work of the Graduate 
School will pick up trust education at that 
point and carry it through with three 
more courses in the managerial and legal 
aspects of the trust business. The courses 
will be concerned with the advanced prob- 
lems which come before the policy-deter- 
mining officers of trust institutions for 
decision. Text material for such courses 
is not at the present time in book form 
anywhere and must be evolved as the 
work of the Graduate School develops.” 

Dr. Stonier said that Gilbert T. Steph- 
enson would conduct the trust aspects of 
this work. Dr. Austin W. Scott of Har- 
vard University will be associated with 
him in the legal phases of the course. 
Adrian M. Massie, Vice-president of the 
New York Trust Company, will be the 
director of studies in investments. Asso- 
ciated with him in this work will be Dr. 
George W. Edwards of The College of 
the City of New York. A course on bank 
management will be directed by O. How- 
ard Wolfe, cashier of the Philadelphia 
National Bank; John J. Driscoll of Dris- 
coll, Millet & Company, and Dr. Eugene 
E. Agger of Rutgers University. The staff 
in economics will be headed by Dr. Willard 
E. Atkins of New York University. 
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George P. Barse, general counsel in the 
office of the Comptroller of the Currency, 
will teach the course on administrative 
phases of banking law having to do with 
trusts, banking and investments. 

“We are inaugurating,” Dr. Stonier 
continued, “an institution for the purpose 
of anticipating what may develop in the 
field of governmental or private action 
with respect to examinations for bank 
officers. If future bank men are to pass 
examinations in order to qualify for the 
positions of bank officers, we believe the 
Graduate School of Banking should stand 
in the same position to them as the medi- 
cal and law schools do in regard to the 
licensing of doctors and lawyers. In other 
words, the school should not be the licens- 
ing body; it should be the body offering 
the educational background for such ex- 
aminations. Please bear in mind that the 
idea of examinations for bank officers, 
while widely discussed, may never de- 
velop as a matter of fact. As far as the 
Graduate School of Banking is concerned, 
the idea is incidental to vur main purpose 
in affording educational opportunities of 
an advanced character for bank officers.” 


Supplementing information contained in 
Dr. Stonier’s address regarding the Gradu- 
ate School of Banking, an announcement 
issued by the American Bankers Associa- 
tion revealed the following: 

The school will open June 17. Enrollment 
will be limited to 200 bank officers. The resi- 
dent work this summer will cover two weeks 
from June 17 to June 29. 

Upon completion of this work, students 
will continue their studies during the follow- 
ing ten months at home under the super- 
vision of the instructors of the school. They 
will return for an additional two weeks of 
residence instruction at Rutgers in June, 
1936, and this session will be followed by 
another period of ten months of supervised 
extension work. The final resident session 
of the school for those entering this summer 
will be in June, 1937. Written examinations 
will be given at the conclusion of each 
course and a comprehensive oral examina- 
tion will be given at the close of the final 
session. Upon satisfactory completion of 
both the oral and written work, students 
will be awarded a diploma, issued jointly 
by the Graduate School of Banking and 
Rutgers University. 

Lewis E. Pierson, Chairman of the Board 
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of the Irving Trust Company of New York, 
will be chairman of the Board of Regents 
for the school. The other members of the 
Board of Regents will be: Walter J. Cum- 
mings, Chairman of the Board, Continental 
Illinois National Bank and Trust Company, 
Chicago; A. P. Giannini, Chairman of the 
Board, Bank of America National Trust 
and Savings Association, San Francisco; 
Harry J. Haas, Vice-president the First 
National Bank of Philadelphia, Philadel- 
phia, Pennsylvania; Francis Marion Law, 
President First National Bank in Houston, 
Houston, Texas; William McC. Martin, 
Governor Federal Reserve Bank, St. Louis, 
Missouri; Lyman E. Wakefield, President 
First National Bank and Trust Company, 
Minneapolis, Minnesota; Edmund S. Wolfe, 
President First National Bank and Trust 
Company of Bridgeport, Bridgeport, Con- 
necticut; Robert C. Clothier, President of 
Rutgers University, New Brunswick, New 
Jersey; Ira B. Cross, Professor of Eco- 
nomics on the Flood Foundation, Univer- 
sity of California, Berkeley, California, and 
Richard W. Hill, American Institute of 
Banking, New York, secretary. 

The ex-officio members of the Board in- 
clude the President, First Vice-president, 
Second Vice-president and Executive Man- 
ager of the American Bankers Association; 
President, Vice-president and National Edu- 
cational Director of the American Institute 
of Banking. 

Dr. Stonier will be the director of the 
new school. The other administrative officers 
will be: Dr. Eugene E. Agger, Rutgers 
University, Associate Director; Richard W. 
Hill, Registrar, and Norman C. Miller, Rut- 
gers University, Associate Registrar. 

Consideration of plans for the establish- 
ment of the Graduate School of Banking 
has been under way for more than two 
years. The late John H. Puelicher, president 
of the Marshall & Ilsley Bank of Milwaukee, 
Wisconsin, and chairman of the Public Edu- 
cation Commission of the American Bank- 
ers Association, announced the final plans 
for the development of the school at the 
1934 convention of the Association, which 
was held in Washington, D. C., last October. 
These plans received the approval of the 
Executive Council of the American Bank- 
ers Association, and arrangements for the 
opening of the school have steadily gone 
forward. 

Bank officers who are interested in the 
school may obtain a catalogue by writing 
to Richard W. Hill, Secretary, American 
Institute of Banking and Registrar of the 
School, 22 East 40th Street, New York. 





Sound National Business Conditions Can Be Built Only On 
Sound Conceptions of Education, Says Dr. Lewis 


+6 PON only sound conceptions of 
| | education can sound national 
business conditions be built.” 

That was the keynote of the address 
delivered by William Mather Lewis, 
President, Lafayette College, Easton, Pa., 
at the annual banquet which marked the 
conclusion of the Mid-Winter Trust Con- 
ference. 

Dr. Lewis was not sparing of criticism 
of existing educational methods. “Our 
whole system,” he asserted, “is geared 
for the average student. Our quantita- 
tive requirements, our seventy per cent 
passing grades are demonstration enough 
that whereas we are giving something 
to everyone, we are not giving the proper 
opportunities to the small group of intel- 
lectually competent out of which must 
come, if they come at all, the great 
statesmen and engineers, financiers, in- 
dustrialists and labor leaders of the 
future.” 

The tragedy of centuries of Russian 
life, he said, “may be traced to the edu- 
cation of a boy in the 17th Century along 
the line of expression of instinct.” 

“Rather than urge students to demand 
this and that,” he continued, “it is the 
business of education to prepare them 
for that sort of leadership which is 
attained only through ability, and that 
preparation will best be given to them 
by intelligent men who lead them in their 
formative period; who do not encourage 
a contentious but a cooperative spirit. 
This cooperative spirit when it is found 
among older and younger men seeking 
together the truth and suspending judg- 
ment until the evidence is in, constitutes 
education at its best. * * * 

“Too many people look upon education 
as narrow training in this or that field. 
We in the colleges can render the banks 
a higher service by giving our students 
a sound background of Economics and 
Political Science, Psychology, Physical 
Science, Mathematics and History than 
by trying to teach them the ‘tricks of 
the trade’ of banking. Banking requires 
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to a very high degree the power to evalu- 
ate human nature, physical forces and 
historical changes. The subjects I have 
just named develop such power and 
develop it also for the prospective physi- 
cian, lawyer or what not. What we need 
is not more detailed training but the 
development of the mind. * * * 

“What the unthinking majority calls 
the frills of education may well be the 
essentials. The combination of leisure 
time and emotional instability breeds 
crime and degeneracy. Said a great ob- 
server of human affairs to me but a few 
days ago, ‘I am not so sure that what has 
happened in Russia; in Germany; in 
Italy, cannot happen in America. Let 
some great emotional influence suddenly 
strike the people and we might see our 
time-honored institutions swept aside in 
a moment and some bizarre and vicious 
system installed in their places.’ If this 
is not to happen we must raise up a 
generation of clear-thinking, emotionally 
stable individuals, awake to their re- 
sponsibilities as leaders in the great fields 
of political and social thought. 

“We must devote educational interest 
to that which is best, training the indi- 
vidual student to respond to what Presi- 
dent Faunce termed the ‘temptation up- 
wards’; to develop the courage to turn 
his back on popularity and to stand for 
ideals; to establish the emotional stabil- 
ity which strengthens the moral fibre; 
to acknowledge his individual social re- 
sponsibilities; to cultivate a judicial 
attitude of mind. If we succeed in this 
effort we will develop capable bankers; 
industrialists and professional men and 
best of all, intelligent citizens. Our re-— 
sponsibility is great, for there can be no 
individual success, no stable representa- 
tive government founded upon emotional 
instability; irresponsible action; mental 
laziness and ignorance.” 

At an earlier point in his address, Dr. 
Lewis said that “the colleges from now 
on, in the vast majority of cases, will 
have to secure their necessary funds 
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from a very large number of smaller 
givers, most of whom have some definite 
connection with the institution. And here 
we will look to trust companies, trust 
officers, and lawyers to cooperate in hav- 
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ing trust funds specified for the benefit 
of this college or that, by those making 
wills, and in encouraging diret be- 
quests.” 


Federal Insurance of Trust Deposits—Birdzell Outlines 
Salient Features of Proposed Act 
| T may well be questioned whether 


it accords with sound policy for 
banks to be permitted or required 
to give collateral security for particular 
types of deposits,” said L. E. Birdzell, 
General Counsel, Federal Deposit Insur- 
ance Corporation, in his address before 
the Mid-winter Trust Conference on 
“Federal Insurance of Trust Deposits.” 
“The Supreme Court of the United 
States last year decided that the power 
to thus secure deposits generally was not 
an implied charter power of a national 
bank, and there are like decisions in a 
number of States applicable to State 
banks. Such arrangements, in the event 
of the closing of a bank, operate to create 
a privileged class of depositors and in the 
case of an insured bank they necessarily 
have an adverse effect upon the insurance 
corporation in that they cut down the 
amount to be recovered through sub- 
rogation to the claims of the insured 
depositors. Wholly aside from these con- 
siderations, however, it must be borne 
in mind that under the prevailing practice 
trust companies and trust departments 
find it advantageous to establish deposit 
relations with other banks which do not 
and perhaps which cannot offer security 
for the deposits, and it would seem to be 
preferable to establish a uniform rule for 
insurance coverage rather than engraft a 
more or less artificial exception. It is be- 
lieved that such deposits should not be 
excepted from the insurance provisions 
of the law. 


Problem of Non-Members 


“Trust companies which are not mem- 
bers of the temporary fund of the Federal 
Deposit Insurance Corporation, which are 
not members of the Federal Reserve Sys- 
tem, and which confine their activities to 
trust business have likewise exhibited an 


interest in insurance coverage for such 
of their funds as are deposited in com- 
mercial banks. The problem with respect 
to these institutions is substantially the 
same as with respect to institutions which 
are members of the fund. They desire 
like coverage but since they are not mem- 
bers of the fund the powers of the cor- 
poration with respect to examination do 
not extend to them, and for this reason 
they are, with regard to their deposits, in 
the same position as any other depositor. 
Hence, the Corporation is not able to say 
to such a trust company that it is main- 
taining its deposit in a particular bank 
for the benefit of any specified beneficiary 
or beneficiaries, and to recognize such un- 
disclosed beneficiaries would involve the 
introduction of undisclosed owners for the 
purpose of increasing the insurance cov- 
erage. 

“These companies are all, it is believed, 
eligible for membership in the Federal 
Reserve System, and as they may become 
members they will, of course, share in the 
benefits of the insurance as provided in 
the pending law, or during the temporary 
fund as provided in the existing law. Until 
such time, however, the only arrange- 
ment for insurance protection with re- 
gard to them, which the Corporation has 
been able to suggest, has been that they 
are insured as one depositor within the 
limit fixed for one depositor, or if they 
should find it feasible to so arrange their 
deposit transactions, that they may open 
separate accounts as trustee for a named 
beneficiary or for a group of beneficiaries, 
each separate account would be insured 
up to the limit of $5,000.” 


Salient Features of Proposed Act 


In outlining the salient features of 
pending Federal legislation bearing on 
this subject, Mr. Birdzell said in part: 
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“First, the doubt in the existing law as 
to whether trust funds while held by an 
insured fiduciary in its trust department 
should be considered as deposits is re- 
moved. Itsoconsidersthem. Tothisextent 
it is open to the criticism that it is some- 
what artificial. But there is no hardship 
in this because trust companies do not as 
a rule hold any substantial amount of 
trust funds for any length of time in a 
fiduciary capacity. They are either invest- 
ed or properly utilized as bank funds. 
Besides, in the event of the closing of an 
insured trust company the insurance cor- 
poration could not otherwise give satis- 
factory answer to the demands of patrons 
who would have had no means of knowing 
whether their funds were in one depart- 
ment or another of the institution or 
deposited elsewhere. 

“Second, it treats each trust estate as 
a unit and obviates the necessity for any 
further breakdown. 

“Third, it preserves the fiduciary status 
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of the depositing trust company by ex- 
pressly permitting it to be the claimant 
against the insured bank. 

“Fourth, it further preserves and rec- 
ognizes the fiduciary relation and the 
rightful control of the trust company over 
the account by treating the insurance 
of such a deposit as separate from all . 
other insurance for the trust company or 
for any beneficiary of the trust estates. 
The amount of the insurance is not affect- 
ed by the circumstance that beneficiaries 
may likewise have accounts in the insured 
bank. 

“Fifth, in the event of a deposit by an 
insured fiduciary bank in another insured 
bank, it recognizes the singleness of the 
risk. The fiduciary bank is not required to 
report the amount of such deposit for 
assessment purposes, this being reported 
only by the depositee bank. 

“Sixth, further provision is made to 
enable the insurance corporation to know 
the extent of its liability.” 


President of Division Explains Reason for Experimenting 


With Round Table Discussions 


OUND table discussions occupied 
R the entire afternoon of the first 
day of the Mid-winter Trust Con- 
ference. Explaining this innovation, Leon 
M. Little, President of the Trust Division, 
had this to say in his opening address: 
“There is a_ psychological reaction 
which seems to work on the Trust Officer, 
which prevents him from expressing 
thoughts or opinions produced by hearing 
a paper, when the conditions are that he, 
rising in a large room, is reauired to 
identify himself in a loud voice and to 
speak when he knows that his words are 
being reported stenographically and some 
weeks later will appear in printed form. 
I do not know whether this psychology is 
present in gatherings other than those of 
Trust men. I assume it is. I think perhaps 
it is a praiseworthy reaction in that it 
shows a conservative reticence which 
should be characteristic of all good Trust 
men. Nevertheless, this does not make for 
thrilling or exciting meetings. 
“Based on the most successful West 


Coast conference, in November, and the 
successful first effort of the Boston Cor- 
porate Fiduciaries Association along 
these lines, we decided to try to overcome 
this Trust diffidence by breaking up this 
gathering into smaller units which could 
be accommodated in smaller rooms, and 
to discuss there subjects which those who 
will attend have chosen for their par- 
ticular appeal. 

“As this is in the nature of an experi- 
ment, we were brought up against the 
problem of selecting three subjects which 
were either controversial or productive 
of unlimited informative discussion. Ref- 
erence to your program, I think, will con- 
vince you that in this respect we have 
succeeded. The value of the discussions 
depends on you. Try to shed—for the 
time at least—your ordinarily becoming 
diffidence. Speak out your thought! Ask 
your questions—and benefit yourself, and 
the others in attendance, thereby. 

“In my great desire to have these round 
tables show whether they are or are not 
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useful for future conferences, I do not 
wish in any way to insinuate that formal 
papers are not desired. On the contrary, 
it is to be hoped that the unloosening of 
tongues in the smaller groups may have 
a beneficial effect on discussions of formal 
papers when we get back again into this 
room.” 

There were three discussion groups. 
Their subjects were “Real Estate 
Acquired by Foreclosure,” “Operating 
Efficiency in the Trust Department” and 
“Trust Department Responsibilities and 
Liabilities.” The chairman of these 
groups were Raymond H. Trott, Vice- 
president, Rhode Island Hospital Trust 
Company, Providence, R. I.; William J. 
Weig, Assistant Secretary, Guaranty 
Trust Company, New York City, and Gil- 
bert T. Stephenson, Vice-president, Equi- 
table Trust Company, Wilmington, Del. 


A Layman’s View of Trust Service 


“A Layman’s View of Trust Service” 
was the subject of the address of William 
C. Cope, President, Drake College, New- 
ark, N. J., in the third session of the Mid- 
winter Trust Conference. After comment- 
ing in high praise of the Statement of 
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Principles adopted by the Trust Division 
of the American Bankers Association, 
Dr. Cope said: 

“Gentlemen, my corporate trustee is to 
make 
1. No purchases or sales to or from a 
company in which he or his institution 
has a financial interest. 
2. My corporate trustee is not to put too 
many eggs in one basket. Diversification 
is always sound practice. Do not stretch 
for income—consider safety of principal 
first. Obtain a return commensurate with 
that principle. 
3. I shall expect my corporate trustee to 
have a thorough knowledge of all tax 
matters affecting the distribution of 
wealth. 
4. My corporate trustee must have a real 
estate and mortgage division that is not 
a side line but an all-important division 
of the Trust Department. 
5. My corporate trustee must maintain a 
full time experienced trust officer and not 
a mere clerk or a man who makes the trust 
department merely a side line. 
6. It is my conviction you have no right 
to be in the trust business unless you can 
expect to fulfill the important require- 
ments I am stressing.” 


Spoke at Mid-Winter Trust Conference 


SAMUEL C. WAUGH 


Vice-president and Trust Officer, 
First Trust Co., Lincoln, 
Nebraska 


J. HARVIE WILKINSON, JR. 

Assistant Vice-president, State- 

Planters Bank & Trust Co., 
Richmond 


FRANCIS A. ZARA 
Assistant Vice-president, City 


Bank Farmers Trust Co., New 
York City 
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Announcements 


TRUST Companies Magazine Will Pay Royalties to Writers and 
Speakers — Reprint Service Systematized — Criticism 
by Readers Invited —Responses to Recent Inquiry 


UMEROUS suggestions and in- 
N quiries have been received by 
TRUST Companies Magazine 
from trust officials who have expressed 
the desire to place certain parts of the 
Magazine in the hands of directors, busi- 
ness associates or prospective customers, 
yet have not felt warranted for financial 
or other reasons in distributing copies at 
full subscription rates or in buying re- 
prints at the prices we have been forced 
to quote on small lot orders. 

We are convinced that the present pol- 
icy of adhering strictly to regular rates 
is sound. However, the difficulty can be 
overcome at least in part if readers find 
it practicable to reach a prompt decision 
each month as to whether they want any 
part of the Magazine for distribution in 
reprint form. Heretofore, the majority of 
inquiries for reprints have not been re- 
ceived until three or four weeks after is- 
suance of the Magazine, and many re- 
quests have been received for articles 
long out of print. 

In order to permit prices that are rea- 
sonable even for orders as low as $3.00, 
and at the same time to provide a royalty 
payment to writers and speakers propor- 
tionate to the popularity of the material 
as indicated by reprint sales, we have 
adopted the following scale of prices (for 
delivery at any point in the United 
States), applicable only to orders for re- 
prints from the current issue and received 
by us not later than the 15th of the 
month following the Magazine mailing 
date (the 25th), for shipment on or be- 
fore the 20th of the month. 


Royalties 


On all sales of reprints of exclusive 
articles, we will pay to the author a roy- 
alty of 20 per cent of gross. 
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On all sales of reprints of addresses 
published in the Magazine, we will pay 
to the speaker a royalty of 10 per cent of 
gross; except that in the event of sales 
of a reprint in which more than one ad- 
dress is reported, we shall apportion the 
royalty. 


Minimum Orders $3.00 
Size of Reprint 


Number ordered pp. 8pp. 12pp. 


Less than 200... 15c. ea. 


Quantity Prices on Request 


Notice: Orders for less than 500 copies of 
any one reprint will not be filled unless 
the total of all orders for that reprint 
is 500 or more. 


All reprints ordered on this basis will 
be on Magazine-size pages of the same 
stock as used currently in the Magazine 
itself. They will contain no advertising 
matter. If the article, address or section 
wanted as a reprint, contains advertise- 
ments as it appears in the Magazine, the 
pages will be made over and the amount 
of space decreased correspondingly. Ma- 
terial occupying a net space of more than 
four pages but not more than eight will 
be reprinted in eight-page form, title 
pages being used whenever feasible. 
Similarly, material occupying a net space 
of more than eight pages but not more 
than twelve will be reprinted in twelve- 
page form. Special prices will be quoted 
for reprints of more than twelve pages. 





Tl Sktiedee 
Do Not Let Error Stand Unchallenged 


that constructive criticism is always 

welcome, we are advised that some of 
our readers hesitate to call our attention 
to what they regard as erroneous state- 
ments made editorially or in signed 
articles. 

If any statement appears in TRUST 
Companies Magazine which you have 
reason to believe is erroneous, mislead- 
ing or not in accord with best practice, 
that statement should not be permitted 
to stand unchallenged. 

We believe that without exception the 
writers who contribute articles to the 
Magazine share this attitude. They do 


T spite of our efforts to make it clear 


not prepare articles hastily. They are 
quite as anxious as any reader to treat 
their subjects accurately. Yet they recog- 
nize, as do all other men of intelligence, 
that they are not immune to mistakes. 

Some may hesitate to express adverse 
opinions because they do not want to 
engage in public controversy. That need 
not deter you. Help us to get the facts 
and we will be glad to publish them. If 
you wish us to withhold your name, 
merely mark your letter “Confidential.” 
All communications not so marked will 
be regarded as available for publication, 
except in instances such as_ reported 
below. 


Opinions on Publication of Trust Statistics 


IDE differences of opinion on 
VW the subject of publicity for sta- 

tistical facts as to the trust 
business handled by individual institu- 
tions are revealed by an inquiry sent 
February 2 to TRUST Companies Maga- 
zine subscribers. 

The inquiry was suggested by the ap- 
pearance on January 31 in the New 
York American of an article which cited 
the fact that a bank, in administering 
say 500 wills, may give complete satis- 
faction in 490 instances which are not 
mentioned in the news columns, and then 
“get ten black eyes” when dissatisfied 
clients appeal to the courts. 

As one means of counteracting the im- 
pressions created by such adverse pub- 
licity, the Trust Editor of the American 
suggested that each bank operating a 
trust department “when it makes its an- 
nual report to stockholders, or at some 
other time during the year, might make 
public statistics on the number of estates 
under administration, 
assets, the number of estates and volume 
of assets handled to the entire satisfac- 
tion of all parties concerned and the 
number of estates and volume of assets 
in litigation.” 

The statement was made that “news- 
papers would be glad to publish a story: 


their combined: 


of this kind from any bank, for from 
the standpoint of the public interest, such 
statistics would be as interesting to bank 
clients as the annual statement is to bank 
stockholders.” 

The article added, “The time arrived 
long ago for banks to put behind them 
the bugaboo that publicity of this kind 
would ‘put knowledge of the bank’s op- 
erations in the hands of competitors.’ 
You can’t put the brakes on a ‘grapevine 
telegraph.’ ” 

As a means of testing the reaction of 
trust men in various parts of the country 
to a suggestion of this kind, we re- 
quested our subscribers to give us their 
personal opinion, regardless of whether 
that opinion happened to coincide with 
the official attitude of their respective 
organizations. It was explained that in 
no instance would the source of the reply 
be divulged, and that even unsigned 
comments would be appreciated. 

Of the replies received to the date of 
going to press, 86% were signed; and of 
these approximately 62% were from of- 
ficials in charge of trust department op- 
erations. 

A classification of these replies by per- 
centages would not give an accurate im- 
pression. Roughly speaking, about half 
of the replies were categorical, and these 
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were evenly divided pro and con. Most of 
the other replies recognized at least 
some theoretical merit in the American’s 
suggestion, the weight of opinion being 
more favorable than adverse. The text 
of the replies, however, showed more 
clearly the divergence of thought on this 
subject. 

Contrast these two comments, both 
from vice presidents of large trust in- 
stitutions which are recognized as oc- 
cupying major positions in their respec- 
tive districts: 

“I do not believe the plan suggested 
by the New York American is practical. 
It would be very hard for us to certify 
as to the number of estates handled to 
the ‘entire satisfaction of all parties 
concerned’ as this is too broad a state- 
ment, and we do not know in many 
cases as to such satisfaction, as there 
are sometimes several beneficiaries and 
many remaindermen. We would not care 
to set forth the number of estates in 
litigation, as this might encourage 
others. I believe that the best policy is 
to give as little information as possible 
to the press, which is very critical of 
banks. Newspaper copy on trusts would 
lead to comments and articles by our 
opponents and I do not believe such dis- 
cussions should be carried on in the 
press.” 

“IT unhesitatingly state that I think 
the time is quite ripe for Trist Depart- 
ments to assume a militant attitude not 
only in their advertising but in all other 
printed matter relative to Trust De- 
partment operations. There is no doubt 
that this can best be done by a syste- 
matic and persistent educating of the 
public. I discussed this subject some 
time ago with our advertising depart- 
ment and I believe this attitude ex- 
presses not only my personal opinion 
but that of our institution. We will be 
glad to help with any desired publicity 
in the way of furnishing specific in- 
stances.” 

Similar variance of opinion is noted 
among the smaller trust institutions, 
and some of the reasons given are sug- 
gestive. 

“The idea is good but not practical 
for a small bank trying to build up a 
trust business in a community where 
its competitors have done business many 
years and have assets in trust amount- 
ing to many millions.” 
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“It is my belief that some publica- 
tion, under certification, should be made 
as outlined. I believe it would redound 
to the mutual benefit of all banks in 
the city exercising trust functions.” 


“While we have no litigation troubles, 
publication by others of information 
concerning the volume of assets in liti- 
gation might have an adverse effect on 
the business as a whole.” 


“The small trust companies usually 
handle only a limited number of large 
estates, and it has been my experience 
that it is in the large estates from 
which litigation of any kind is incurred. 
Should a statement be made as to the 
amount of assets concerned with such 
litigation, it would in some cases cover 
a good portion, if not say half, of the 
entire assets being administered, al- 
though there might be only one dis- 
satisfied beneficiary in this particular 
estate; and the department might be 
serving a number of smaller accounts 
satisfactorily. I think the idea is good, 
but could better be stated as to the 
number of satisfied beneficiaries, as well 
as the number of trusts being admin- 
istered satisfactorily, without stating 
the assets covered by any adverse criti- 
cism.” 


“Let’s turn ‘ten black eyes’ into 
advertising appeal. At least the dis- 
satisfied clients knew that if the court 
held that the trust companies had mis- 
managed their affairs, the companies’ 
assets would be there to seize upon. 
Really a person is foolish not to use a 
trust company, because in ninety-nine 
cases out of a hundred the company 
will do the job right and if they don’t 
the courts will see that they pay. One 
might call it 100 per cent protection. 
Let’s appeal to the newspapers—not to 
hide facts, but to confer with a proper 
representative of a trust company be- 
fore printing stories that have no 
foundation in fact.” 


The comments already quoted provide 
a reasonably accurate cross section of 
those received from men known to be 
active in trust department work. Some 
received from other sources are equally 
suggestive. 

From a certified public accountant: 

“Publication of statistics will not 

avert ‘black eyes.’ Neither estates nor 

stockholders will wish to have con- 

fidential data published.” 
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One of the unsigned comments: 


“OK to publish total number of 
estates handled, value, etc., but very 
unwise to publish number of estates in 
litigation. Why bring that to the at- 
tention of people who might otherwise 
know nothing about it? Also, no bank 
unfortunate enough to have two or 
three estates in litigation will want to 
publish the fact and take the chance 
that a bank across the street may be 
able to come out the next day with a 
statement showing no estates in litiga- 
tion. When a bank is sued by bene- 
ficiaries, and the decision is in favor of 
the bank, the bank should use every 
method of acquainting the public with 
the facts. That is the place where most 
banks fall down. They sit silent while 
newspapers publish lengthy announce- 
ments of a suit when it is filed, letting 
the public get the impression that the 
bank has committed a crime, and then 
when the suit is dismissed, let the good 
news be given to the public in a six- 
line article that hardly any reader 
sees.” 


We received also a copy of a memo- 
randum on this subject sent to the presi- 
dent of one of the corporate fiduciaries 
associations by a man widely known in 
the trust field. It is quoted in full: 


“T read in full the article in the New 
York American referred to in the in- 
quiry from TRUST Companies. 

“The American Trust Editor’s point 
is well taken, and many trust officers 
have wanted to publish such informa- 
tion, en masse, not individually, but it 
is not available. 

“Massachusetts and Pennsylvania re- 
quire the publication of trust depart- 
ment assets and liabilities just as banks’ 
conditions are published. California law 
regards private trusts as ‘private’. 
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“For several years the Comptroller 
of the Currency has published detailed 
information about the trust depart- 
ments of national banks. Some items 
could be clarified for publicity pur- 
poses. A publicity man could point out 
those to which I refer. 

“T have been told that the first ques- 
tion of a National Bank trust examiner 
is ‘How many law suits have been filed 
against your trust department?’ They 
must be keeping a total and that could 
be compared with the total number of 
trust accounts under administration to 
show how relatively few such legal 
attacks really are. 

“Since the Federal Reserve is now 
examining the trust departments of 
state member banks on the same 
formula used by the Comptroller for 
national banks; it would seem that 
between the two departments they could 
furnish accurate statistics on all except 
the comparatively few exclusive trust 
companies who are not reached by 
either of these agencies, nor by the 
Federal Deposit Insurance Corporation. 

“If the desired and useful informa- 

tion were then broken down by Reserve 
Districts, States and Reserve Cities, 
publicity could be prepared which would 
be of greater value and do less harm 
than for any one bank to extend its 
corporate neck too far in the direction 
suggested by the Editor. 
' “T do not know whether the Federal 
Reserve has asked for the same sort of 
report from state member banks that is 
made each June 30th by national banks. 
There is no reason why they should 
not do so. 

“Again I would say the suggestion 
has real merit and that ‘Trust Com- 
panies’ and/or the Trust Division of 
the A. B. A. might well undertake to 
get the desired information from the 
sources suggested.” 


Additional Facts Regarding Insurance Survey Figures 


BANKING publication recently di- 

rected attention editorially to the 

fact that “while 17.5 per cent of 
the men in a group recently questioned in 
an insurance market survey have an in- 
surance estate administered by a trust 
company, only 2.7 per cent of the same 
group expect to have future purchases of 
insurance so administered.” 


A statement of this kind appears on its 
face as derogatory to banks and trust 
companies offering fiduciary services, 
especially in view of the explanation that 
the survey was conducted by the Division 
of Commercial Research of the Advertis- 
ing Department of the Curtis Publishing 
Company, at the instance of a group of 
life insurance companies “to ascertain 
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trends in connection with their business.” 

Inquiry reveals that there were 3,223 
men questioned in this connection and 
that their collective holding of life insur- 
ance was $14,513,931, or an average of 
approximately $4,500. These same men 
indicated a desire for additional insurance 
in the aggregate amount of $21,547,819. 
In other words, their actual and pros- 
pective holdings of life insurance would 
average little more than $11,000. 

Two paragraphs from an article which 
appeared in the September, 1934, issue of 
TRUST Companies Magazine are quoted: 

“Tt is true that many trust departments 
have in the past accepted trusteeships 
under life insurance agreements where 
the corpus of the trust consisted only of 
insurance proceeds of small amounts, say 
less than $30,000, and that many of these 
trusts have been withdrawn during recent 
years, ow’ug to financial reverses of the 
trustor ‘ d insured. On the other hand, 
many y~ sons who still carry $50,000 or 
more o ijife insurance, payable outright 
in a lump sum or through one of the many 
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modes of settlement provided by life in- 
surance companies, are today, because of 
the decrease in value of their other prop- 
erty, badly in need of the protection that 
could be afforded by a life insurance trust 
arrangement. 

“While the amount of life insurance 
carried cannot determine whether or not 
a life insurance trust would be advan- 
tageous, we seriously doubt the desira- 
bility, generally speaking, of creating an 
unfunded life insurance trust where the 
only asset of the trust will be the proceeds 
of policies which will total much less than 
$50,000. We are firmly of the belief that 
no ultimate good can accrue to any of the 
parties concerned, if a life insurance trust 
is set up when some mode of settlement 
provided by life insurance companies 
would better fit the needs of the insured’s 
beneficiaries.” 

To what extent the same views are 
shared by trust officials throughout the 
United States is of course a matter of con- 
jecture, but it should be obvious that the 
figures cited from the survey are without 
significance as reflecting the attitude of 
insurance owners who might properly 
utilize the services of trust institutions. 

For the information of: trust officials, 
it may be added that the inquiry as to 
whether insurance funds were to be ad- 
ministered by trust companies was an 
incidental phase of the survey. Only one 
sentence in the report was devoted to this 
subject, although it occupied 32 mimeo- 
graphed pages, exclusive of charts, and 
no other part of the report alluded to 
phases of the subject of direct interest to 
corporate fiduciaries. 


CORRECTION: In the article by Robert M. 
Estes published in the January issue under 
the title “Federal Estate Tax—Its History 
and a Discussion of Valuations and Trans- 
fers in Connection Therewith,” there was a 
transposition of paragraphs, which should 
be noted in your copy of the Magazine. The 
paragraph in question started at the bottom 
of page 42 with the wording “The Courts 
have already considered,” etc. This should 
appear on the same page, but directly fol- 
lowing the sub-head “Market Quotations 
Are Not Necessarily Controlling.” 
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What Is Practice of Law? 


Corporate Fiduciaries Warned Not to Rely Fully on Definitions 
Found in Agreements or Statutes—Public Welfare 
Should be Final Test 


By GLEN B. WINSHIP 


The first part of this article, pub- 
lished in our January issue, was devoted 
largely to a comparison of provisions 
appearing in various Agreements be- 
tween Corporate Fiduciaries Associa- 
tions and Bar Associations, Statements 
of Principle, Codes, Decrees, etc., with 
respect to— 
1—Committees for amicable discus- 

sion; their size, duties and powers; 


It may be well to point out also that 
the legislative interpretation of what con- 
stitutes practice of law is not necessarily 
the court interpretation. 

On February 1, 1935, the Supreme 
Court of Massachusetts handed down an 
opinion, in response to a request of the 
Senate of that Commonwealth, in which 
the following statements appeared: 


2—Drafting of wills and codicils; 

38—Collaboration in preparation of 
wills; and 

4—Consultations prior to execution 
thereof. 


EFORE considering provisions with 
B respect to the drafting of instru- 
ments other than wills and codi- 
cils, it may be well to point out that while 
the legislative interpretation of what con- 
stitutes practice of law varies widely in 
the several States, precautions have been 
taken in numerous instances to block any 
avoidance of prohibitive statutes by a 
corporation on the ground that an officer 
was an attorney. 
The following provision (with slight 
modifications in some instances) appears 
in the statutes of eleven States.? 


“The fact that such officer, trustee, 
director, agent, or employee shall be a 
duly and regularly admitted attorney- 
at-law shall not be held to permit or 
allow any such corporation or volun- 
tary association to do the acts pro- 
hibited herein, nor shall such fact be 
a defense upon the trial of any person 
mentioned herein for a violation of the 
provisions of this section.” 


“It is inherent in the judicial depart- 
ment of government under the Consti- 
tution to control the practice of the law. 
* * * While the judicial department 
cannot be circumscribed or restricted 
in the performance of these duties, 
appropriate and essential assistance in 
discharging them may be afforded by 
the enactment of statutes. * * * 


“It would not be within the compe- 
tency of the General Court to enact 
legislation designed to permit such 
practice of the law ‘by corporations or 
associations or by individuals other 
than members of the bar of the Com- 
monwealth.’ Permission to practice law 
is within the exclusive cognizance of 
the judicial department. The practice 
of the law is personal. * * * 


“Practice of law under modern con- 
ditions consists in no small part of 
work performed outside of any court 
and having no immediate relation to pro- 
ceedings in court. It embraces convey- 
ancing, the giving of legal advice on a 
large variety of subjects, and the prep- 
aration and execution of legal instru- 
ments covering an extensive field of 
business and trust relations and other 
affairs. Although these transactions 
may have no direct connection with 





1—Ark. Acts, 1929. Vol. 2. Act 182. Sec. 4. 
Georgia Laws, 1931. No. 36. Sec. 1. 
Illinois. Smith-Hurd Revised Statutes, 1933. Ch. 
32. Sec. 414. 
Md. Bagby’s Ann. Code, 1924. Art. 27. Sec. 19. 
La. Gen. Stat. (Dart), 1932. Sec. 447. 
Mich. Comp. Laws, 1929. Sec. 10175. 


N. J. Cum. Supp. to Comp. Stat. 1911-24. Sec. 


52-214s. 

N Y. Consol. Laws. Ch. 41. Sec. 280. 
R. I. Gen. Laws, 1923. Ch. 401. (623 
Utah. Rev. Stat., 1933. Sec. 6 0-39. 
W. Va. Code of 1931. Ch. 30. Art. 2. Sec. 5, 


Sec. 46, 
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court proceedings, they are always sub- 
ject to become involved in litigation. 
They require in many aspects a high 
degree of legal skill, a wide experience 
with men and affairs, and great capacity 
for adaptation to difficult and complex 
situations. These ‘customary functions 
of an attorney or counsellor at law’ (as 
they are described in question 2 of the 
order) bear an intimate relation to the 
administration of justice by the courts. 
No valid distinction, so far as concerns 
the questions set forth in the order, can 
be drawn between that part of the work 
of the lawyer which involves appear- 
ance in court and that part which in- 
volves advice and drafting of instru- 
ments in his office. The work of the 
office lawyer is the groundwork for 
future possible contests in courts. It 
has profound effect on the whole scheme 
of the administration of justice. It is 
performed with that possibility in mind, 
and otherwise would hardly be needed. 
* * * The underlying reasons which 
prevent corporations, associations and 
individuals other than members of the 
bar from appearing before the courts 
apply with equal force to the perform- 
ance of these customary functions of 
attorneys and counsellors at law outside 
of courts. Decisions of the courts, some 
of which deal with statutes, are unan- 
imous on these points, so far as we 
are aware. If these established princi- 
ples as to the practice of law are ever 
to be changed, the judicial department 
of the government must act to that 
end.” 


The Court’s citations on this point were: 
Matter of Co-operative Law Co., 198 N. Y. 
479. People vs. Alfani, 227 N. Y. 334, 337- 
338. People vs. Peoples Stock Yards Bank, 
344 Ill. 462, 474. In re Eastern Idaho Loan 
& Trust Co., 49 Idaho, 280, 287. People vs. 
Peoples Trust Co., 180 App. Div. (N. Y.) 
494, 497. In re Otterness, 181 Minn. 254. 
People vs. Merchants Protective Corp., 189 
Cal. 531, 538. State vs. Merchants Protec- 
tive Corp., 105 Wash. 12, 17. State vs. Credit 
Men’s Association, 163 Tenn. 450. People 
vs. Title Guarantee & Trust Co., 227 N. Y. 
366, 372. Boykin vs. Hopkins, 174 Ga. 511, 
517-523. Black & White Operating Co. vs. 
Grosbart, 107 N. J. L. 63, 68. Unger vs. 
Landlords’ Management Corp., 114 N. J. 
Eq. 68, 72. People vs. Motorists Association, 
354 Ill. 595, 599. People vs. Association of 
Real Estate Taxpayers, 354 Ill. 102, 109. 
See Creditors National Clearing House, Inc. 
vs. Bannwart, 227 Mass. 579; State vs. St. 
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Louis Union Trust Co. (Mo.) 74 S. W. (2d) 
348. 


Agreements Aid in Clarifying Opinion As to 
What is in Public Interest 


To the layman it would seem obvious 
that if full reliance cannot safely be 
placed upon statutory definitions of what 
constitutes unauthorized practice of law, 
even less weight should be attached to 
definitions embodied in agreements be- 
tween Bar Associations and representa- 
tives of Corporate Fiduciaries. It is gen- 
erally conceded, however, that such agree- 
ments serve a useful purpose at least in 
tending to clarify questions upon which 
there exists honest differences of opin- 
ion. Experience has indicated that where 
amicable relations have been established 
between corporate fiduciaries and the Bar, 
based on mutual understanding and re- 
spect, the vast majority of differences 
can be adjusted without an appeal to the 
courts. It is believed also that the gradual 
clarifying of opinion among attorneys 
and trust officials as to what acts may 
properly and in the public interest be 
performed by trust institutions and what 
should be considered the exclusive prov- 
ince of the attorney will go far towards 
determining the attitude of the courts. 

As an illustration of efforts to apply 
the test of public welfare when consider- 
ing details of questions in dispute, the 
following excerpts from the Jamestown 
agreement? may be suggestive: 


“In the preparation of accounts, upon 
judicial settlement or otherwise, it is 
the desire of the trust departments and 
their officers to adopt such practice as 
will meet with the approval of the Bar 
Association, but our experience indi- 
cates that trust departments are better 
equipped for the preparation of the 
schedules of an account than most law 
offices. We believe that much time can 
be saved and greater accuracy obtained 
if the banks and trust companies are 
allowed to complete the schedules of 
accounts under the supervision and sub- 
ject to the approval of counsel, the 
remainder of the legal account and the 





2—Agreement between the Bar Association and the 
Trust Companies and Banks of Jamestown, New 
York, December, 1928. 
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other legal papers, of course, being pre- 
pared by counsel. 

“It is well known that the estates of 
decedents are often subject to taxation 
in many different jurisdictions. The 
nature of the tax varies and the 
methods of procedure are different in 
different states. The assessment of an 
inheritance tax in the State of New 
York is clearly a legal proceeding and 
should be conducted by counsel, but 
many taxes imposed by other jurisdic- 
tions upon decedents’ estates seem to 
involve no more legal procedure than 
our taxes upon real property. The 
ascertainment of their amount and the 
proper payment and discharge of their 
obligation against an estate is a mere 
matter of computation and correspon- 
dence. We believe that trust depart- 
ments are competent to deal with such 
clerical matters, and that, subject to 
the approval of counsel in each case, 
the best interests of am estate may 
often be served by having such work 
done directly by the trust department. 
Our motive in suggesting that trust 
departments perform this service and 
the preparation of the schedules of an 
account, without compensation other 
than the usual commissions, is to expe- 
dite the handling of estates. We have 
a selfish desire to secure a rapid turn- 
over in the business and we believe that 
not only the parties directly interested 
but the public at large desire to have 
the affairs of estates handled with dis- 
patch. Banks and trust companies are 
organized with special reference to 
promptness and accuracy in the dis- 
patch of business. We believe it will be 
for the best interests of all concerned 
to make use of such facilities whenever 
proper to do so.” (Italics ours.) 


In connection with the question of spe- 
cial fitness of trust institutions to perform 
certain services, and apropos of the rela- 
tive importance of statutory enactments 
and court interpretations, it may be sug- 
gestive to quote a sentence from the 
Supreme Court of Missouri in State of 
Missouri vs. St. Louis Union Trust Com- 
pany, one of the cases cited in the opinion 
of the Supreme Court of Massachusetts: 


“It must be remembered that we are 
construing a statute enacted under the 
police power and primarily intended to 
protect the public from the rendition of 
certain services, deemed to require 
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special fitness and training on the part 
of those performing the same, by per- 
sons not lawfully held to possess the 
requisite qualifications.” (Italics ours.) 


In the light of such statements, it 
would seem highly desirable to obtain 
wherever possible legislative recognition 
of the special fitness of corporate fiduci- 
aries in certain phases of fiduciary service 
which might otherwise be regarded as 
unauthorized practice of law. 


Statutes Containing Special References to 
Corporate Fiduciaries 


Among the statutes containing special 
references to corporate fiduciaries is that 
of Texas* which provides as follows: 


“* * * the above provisions of this act 
shall not be construed to prohibit a per- 
son or corporation acting in a fiduciary 
capacity from transacting the necessary 
clerical business incidental to the rou- 
tine or usual administration of estates, 
trusts, guardianships, or other similar 
fiduciary capacities, or filing accounts, 
preparing and filing tax returns of 





38—Gen. Laws, 1933. Ch. 238. Sec. 3. 
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KEEPS UP TO DATE THE FULL INFORMATION ON: 


Documents necessary when transfer is by an Executor or Administrator. 
When a Court Order is necessary before transfer. 

When an Inheritance Tax Waiver is necessary (and how and where to 
obtain). 

Documents necessary when transfer is by a Guardian. 

Requirements in case a “Stop” has previously been filed against the 
transfer of the certificate. 

Proper forms of endorsement when other than an individual's signature 
is involved. 

Documents necessary when transfer is by a Trustee. 

Documents necessary when transfer is to a Trustee. 

Proper forms for guarantee of signature. 

When a release under the Federal Estate Tax is necessary. 

Documents necessary when transfer is by a corporation. 

Proper forms of inscription when transfer is to Joint Tenants or Tenants 
in Common. 

When copy of Will must be submitted and points in it to be noted. 
Documents necessary when transfer is being made by Executor or Adminis- 
trator before expiration of the time limit for presentation of claims against 
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every nature, and other such adminis- 
trative acts, nor from participating 
through his or its own agent or attor- 
ney, in cooperation with testator’s at- 
torney, in the preparation of testator’s 
will, where no compensation is charged 
for such service and no compensation 
whatever is charged or received, other 
than the usual commission allowed by 
the court for administering the estate 
or trust, or provided for by the instru- 
ment creating the trust or other fiduci- 
ary relationship.” 


A similar wording is used in a North 
Carolina statute*; but the differences 
should be noted. After the phrase “or 
other similar fiduciary capacities,” and 
before the words “or filing accounts,” the 
following was inserted: “such as offer- 
ing wills for probate in common form, 
securing authority to expend principal 
as guardian or trustee.” And one clause 
was omitted, viz., “nor from participating 
through his or its own agent or attorney, 
in cooperation with testator’s attorney, in 


4—Public Laws, 1931. Ch. 157. Sec. 2. 


Documents necessary when transfer is by a Receiver. 





the preparation of testator’s will.” 

A new Jersey statute® on this subject 
contains the following: “The provisions 
of this act shall not apply * * * to per- 
sons or corporations lawfully exercising 
trust functions, whether as trustee, execu- 
tor, administrator, guardian, assignee, 
receiver, or otherwise, in so far as may 
relate to conveyances or other instru- 
ments, excepting wills, connected with or 
incidental to the creation, execution or 
discharge of trust functions. * * *” 


Note: In the continuation of this 
article, which will appear in the 
March issue, comparisons will be 
made of specific provisions (in 
statutes, Agreements, Declarations 
of Principles, etc), with respect to 
the preparation of various kinds of 
legal documents other than wills 
and codicils. This will be followed 
by similar comparisons on such sub- 
jects as the distribution of forms, 
appearance in courts of probate, 
advice to customers, etc. 





5—Supp. to Comp. Stat., 1925-30. Sec. 52-214t. 





Court Decisions 


Will Construction Regarding Powers 
of Investment in and Retention of 
Non-Statutory Securities— 


Supreme Court of Georgia, Armistead et al. vs. 
Trust Company of Georgia et al. Decided January 
21, 1935. 


Decision follows in full. 

The language included in the will grant- 
ing to the trustee “full and complete power 
and authority to make investments accord- 
ing to its best judgment, without obtaining 
any order of court authorizing it so to act,” 
authorized the trustee in the exercise of its 
best judgment to make investments in prop- 
erty of any kind, and to retain investments 
made by the testator during his lifetime, 
without obtaining any order of court so to 
do and without regard to whether the in- 
vestments made or to be made fall within 
the class specifically approved by the statute 
law of this State touching investments by 
trustees and guardians. 

The Trust Company of Georgia filed peti- 
tion in Fulton Superior Court, and alleged 
in substance: That it is the duly constituted 
and qualified trustee of the trust fund 
created by the will of James J. Goodrum, 
Jr., deceased, and a copy of the will is at- 
tached to the petition; that at the time of 
his death his estate was worth about two 
and a half millions of dollars, most of which 
consisted of stocks and bonds; that peti- 
tioner has disposed of some of these for re- 
investment and they list in their petition 
those retained by them as trustee; and they 
make numerous other allegations, most of 
which refer to Item 7 of the will, and they 
pray: 

(a) That the court construe the will in so 
far as the powers of investment of petitioner 
are concerned, and _ instruct petitioner 
whether, under the provisions of the will 
and the law applicable thereto, petitioner 
has authority to invest the funds of said 
estate in non-statutory securities or to re- 
tain non-statutory securities which the tes- 
tator owned at the time of his death; (b) 
that notice be given to the beneficiaries of 
the estate, and (c) that all of said bene- 
ficiaries be required to show cause why the 
prayers of the petition should not be grant- 
ed, and then follows the usual prayer for 
process. 

To this petition is attached the will, Item 
7 of which we quote as follows: 


“To the end that my executor and trustee may 
better administer my estate and the trusts created 
under the provisions of this Will, I give and grant 
unto it full and complete power and authority, 
while acting as such executor or as such trustee, 
to sell any and all property belonging at any 
time to my estate, while the same remains unad- 
ministered, or to the trusts hereby created, while 
the same remain unexecuted, either at public or 
private sale, upon such terms and at such prices 
as such executor and such trustee may determine 
upon and to make investments according to its 
best judgment, without obtaining any order of 
court authorizing it so to act.” 


To the petition are also attached written 
notices of some of the heirs as to their dis- 
satisfaction with the sale and reinvestment 
of certain securities. Order for service and 
time of hearing was duly fixed by the judge 
of the superior court, and service was ac- © 
knowledged. 

Mrs. Mary Patterson Goodrum filed her 
answer, setting up the value of the estate at 
more than two and a half millions of dol- 
lars, agreeing to the statements set up in 
the original petition and asking that its 
prayers be granted. 

Respondents, Mrs. Frankie McCrory 
Armistead, W. Malcolm McCrory, Berry- 
man T. Goodrum, James T. Goodrum, Mrs. 
Mildred Heyward, J. Goodrum Norris and 
Alonzo M. Norris, filed their demurrer to 
certain parts of the petition and this de- 
murrer was sustained, and the said Trust 
Company of Georgia, excepts to this judg- 
ment by way of cross-bill. The respondents 
then filed their answer, which, when taken 
in toto, amounts to a request for the con- 
struction of Item 7 of the said Will. 

On the 27th day of January, 1934, the 
court passed the following order: 

“The Trust Company of Georgia, a Geor- 
gia corporation, has filed in this court its 
petition in which it alleges that it is the 
duly appointed, qualified, and acting trustee, 
under sub-item B of Item 5 of the Will of 
James J. Goodrum, Jr., deceased, and at- 
taches a copy of said will to its petition; and 
it prays the court to construe the will of 
James J. Goodrum, deceased, in so far as the 
powers of investment are concerned and to 
instruct said trustee whether under the pro- 
visions of said will and the law applicable 
thereto, the said trustee has authority to in- 
vest the funds of said estate in non-legal 
securities or to retain non-legal securities 
which the testator owned at his death. 

“After argument and consideration, the 
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court is of the opinion that under the terms 
of the will of James J. Goodrum, Jr., the 
Trust Company of Georgia as trustee has 
the power and authority to invest the funds 
of the said Goodrum estate in non-legal se- 
curities and has power and authority to 
retain non-legal securities which the testa- 
tor owned at his death, in the exercise of 
its best judgment without obtaining any 
order of court authorizing it so to act, and 
said will is so construed.” And it is to this 
order that exception is now taken. 
Hutcheson, J. Much has been said in the 
argument of counsel as to the case of 
Clark vs. Clark, 167 Ga. 1, but we fail to 
see wherein this case is in any way con- 
trolling; the rulings there made were to 
the effect that trustees may make statutory 
investments and other investment of trust 
funds without order of court (Italics ours), 
and that the power to retain or make non- 
statutory investments may arise under the 
terms of the will, either expressly or im- 
pliedly (Italics ours). As was said in the 
case of Tennille vs. Phelps, 49 Ga. 532, 540. 


“In the eonstruction of wills the great thing to 
be sought for is the intention of the testator. The 
whole will is to be looked to, and all its parts 
harmonized, if possible. The surroundings of the 
testator are to be considered, the objects of his 
bounty, his family relations, the nature and ex- 
tent of his estate. If there be any doubt arising 
from the mere words of any clause, all the cir- 
cumstances alluded to may be considered in resolv- 
ing it.” 

Now, let us look at the case at bar. The 
testator was a man who had handled large 
sums of money, and had in fact amassed a 
fortune of more than two and a half mil- 
lions of dollars, and it will be noted that 
more than three-fourths of his estate was in 
non-statutory securities; he evidently knew 
what he wanted to do with his money when 
in life, and it is also evident that he knew 
what he wanted done with the estate which 
he left. It would not be unreasonable to 
suppose that a man of his business acumen 
and ability was familiar with the Code Sec- 
tion which prohibits trustees of trust funds 
from investing the same in non-statutory 
securities, and yet we find him incorporating 
in Item 7 of his last will and testament, 
above herein quoted, these words: 


“. . . to sell any and all property belonging at 
any time to my estate, while the same remains 
unadministered, or to the trusts hereby created, 
while the same remain unexecuted, either at pub- 
lic or private sale, upon such terms and at such 
prices as such executor and such trustee may de- 
termine upon and to make investments according 
to its best judgment, without obtaining any order 
of court authorizing it so to act.” 


We find it almost inconceivable to suppose 
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that a man of testator’s standing and ex- 
perience should include such words in his 
last will and testament unless he had full 
knowledge of just what they meant and 
what he intended them to mean. After 
knowing that the trustee whom he named 
had the necessary notice by which sales 
could be made, or other securities bought, 
without the waste of time necessary to. ob- 
taining a court order (which might mean 
considerable loss to the estate) we are of 
the opinion that the testator not only in- 
tended that his trustee should have implied 
authority, but gave express authority as to 
the management of his estate. The grant of 
the broad power as to investments included 
authority to retain investments made by 
the testator, during his lifetime. 

Judgment affirmed on the main. bill, and 
cross-bill dismissed. All the Justices concur, 
except Gilbert, J., who is disqualified. 


Liability of Decedents Estate for As- 
sessment Levied Against Share- 
holders of National Bank Stock 
Previously Transferred to Minors— 


U. S. Supreme Court, J. Congdon Seabury, as 
Receiver of the City National Bank of Sumter, 
S. C., Petitioner, vs. Beatrice C. Green, adminis- 
tratrix D. B. N., C. T. A., of the Estate of 
Moses Green, Deceased, et al. Decided February 4, 
1935. 


Mr. Justice Butler delivered the opinion 
of the Court, which follows. 

March 17, 1927, Moses Green of Sumter 
County, South Carolina, died testate. He 
left three sons, a daughter and a deceased 
son’s three minor children. His will was 
established in probate court; the executor 
qualified and entered upon his duties. The 
residuary estate contained twenty shares of 
stock of the City National Bank of Sumter 
which were distributed by the executor and 
transferred on the books of the bank: four 
shares to each of testator’s children and 
four to the three minors. The executor was 
discharged. The bank continued for several 
years thereafter to carry on as a going con- 
cern. Then it closed because of insolvency 
and was put in the hands of a receiver, the 
petitioner. The Comptroller made an assess- 
ment of $100 a share. No payment having 
been made on account of the four shares in 
the names of the minors, an administratrix 
de bonis non with the will annexed was ap- 
pointed. She refused to pay the assessment. 
The undivided interest in real estate re- 
ceived by the distributees under the testa- 
tor’s will is worth more than $2,000, the par 
value of the twenty shares, and the minors’ 
interest is worth more than $400. 
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Claiming under Title, U. S. C., Sections 
64 and 66, petitioner brought this suit in the 
common pleas court of Sumter County 
against the administratrix, the sons and 
daughter, the minors and their guardian. 
He made no demand and asserted no claim 
against the executor. The complaint prayed 
judgment against the administratrix for 
$400 with interest and that the property 
taken under the will and held by the other 
defendants be subjected to the claim. The 
trial court, following Rutledge vs. Stackley, 
162 S. C. 170, held the minors not personally 
liable because legally incapable of assum- 
ing the obligation; that if living the tes- 
tator would be, and therefore his estate is, 
liable and that petitioner is entitled to 
judgment against the administratrix; that 
the property taken by the minors under the 
will should be subjected to the payment of 
the debt and, if not sufficient, the property 
distributed to and held by the testator’s 
sons and daughter. It gave judgment for 
petitioner in accordance with these rulings. 
The administrator and minors appealed. The 
supreme court reversed. —S. C. —. It held 
the will did not direct distribution of bank 
stock to the minors but the executor allotted 
it to them in what he considered an orderly 
and authorized division of the estate; that, 
as they could not assume the obligation, 
their property is not liable and that, as the 
transfer to them was not directed by the 
will and the executor had no power to bind 
the estate, it was not liable. In support of 
its conclusion the court suggested that dur- 
ing administration there existed against 
testator’s estate no claim in favor of the 
bank’s creditors; that all debts of the estate 
were paid and that the executor was dis- 
charged without objection. And it said “we 
can see no reason why a claim which did 
not exist during the orderly administration 
of the estate should now be brought up 
years after the estate closed. . . . It does 
not seem that either the act of Congress or 
the State Statute imposing liability on 
stockholders in banks is sufficient to cover 
the very peculiar facts existing in this 
case.” 

Respondent maintains that no federal 
question is involved. To the extent the 
opinion implies that liability of stockholders 
of national banks is a creature of or depends 
upon a statute of South Carolina the 
assumption is so plainly without foundation 
as to suggest that it must have been inad- 
vertently made. The court’s ruling that the 
estate is not liable for the assessment neces- 
sarily depends upon its construction of 
Section 66. The judgment is reviewable 


Nothing to Sell but Service 


Safe Deposit 
& Trust Company 


—— OF BALTIMORE — 


CTIVE exclusively in the 
management of trust es- 
tates since it received its first 
trust in 1876, this Company 
renders highly efficient service 


in every trust capacity. 


J.B. KIRBY, 
President 


J. J. NELLIGAN, 
Chairman 





here under Section 237 (b), Judicial Code. 

For the want of capacity the minors are 
not subject to the assessment. The shares, 
though in form transferred to their names 
on the books of the bank, actually continued 
to be and still are a part of the testator’s 
estate. Harly vs. Richardson, 280 U. S. 496, 
499. Cf. McNair vs. Darragh, 31 F. (2d) 
906. And the estate continued to be liable 
as a stockholder under Section 66. The lia- 
bility was not by the Congress intended to 
be limited to property actually in the hands 
of the personal representative when the 
bank became insolvent or when the comp- 
troller’s assessment was made. Section 64 
imposes liability upon the stockholder while 
living. Section 66 lays the same burden 
upon his estate. The purpose of the latter 
is to make the estate liable for the comp- 
troller’s assessment made after the stock- 
holder’s death just as it is liable for dece- 
dent’s indebtedness arising before he died. 
Zimmerman vs. Carpenter, 84 Fed. 747, 751. 
Cf. Matteson vs. Dent, 176 U. S. 521. The 
obligation continues unimpaired until valid 
assignment of the shares by final distribu- 
tion of the estate if not by an earlier trans- 
fer. Forrest vs. Jack, —U. S.—, decided this 
day. Our attention has not been called to 
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any South Carolina statute purporting to, 
and the state supreme court did not hold 
that any law of the State does, bar the 
enforcement of the assessment on the 
ground it was not made before the discharge 
of the executor. The decree of the court by 
which he was discharged, while having the 
effect of vacating the office, did not operate 
to extinguish the estate and so the adminis- 
tratrix de bonis non with the will annexed 
became the personal representative of the 
testator and is liable as the testator would 
be if he were living and owned the stock. 
As suggested in Forrest vs. Jack, supra, 
the enforcement of liability imposed by 
Section 66 may not be thwarted or impeded 
by state law. The state court failed to en- 
force that liability. It should have held that 
petitioner is entitled to judgment against 
the administratrix for the indebtedness 
owing by the estate on account of the four 
shares standing in the names of the minors 
and that the judgment be enforced against 
property owned by testator when he died 
and now held by his children and grand- 
children. Matteson vs. Dent, supra. McNair 
vs. Howle, 123 S. C. 252, 268. Columbia 
Theological Seminary vs. Arnette, 168 S. C. 
272, 277, et seq. 
Reversed. 


Taxation—Federal Estate — Election 
to Receive as Remainderman Held 
Not Exercise of “Power of Appoint- 
ment.” 


U. S. Supreme Court, Guy T. Helvering, Com- 
missioner of Internal Revenue, Petitioner, vs. E. 
Morgan Grinnell, as executor of the Estate of 
Annie Stone. Decided February 4, 1935. 


Mr. Justice Sutherland delivered the 
opinion of the Court, which follows in full. 

In 1876, John O. Stone died a resident of 
New York. He left a will by which he 
created for the benefit of his daughter, the 
decedent, Annie Stone, a trust fund, the 
income from which was to be paid to her 
during her life. The will provided that upon 
her death her share of the estate should go 
and be applied to such persons and such 
uses as she might appoint by last will and 
testament; but in default of such appoint- 
ment, her share of the estate should go and 
belong to her children or issue, respectively, 


by right of representation; or, in default of 


such issue, to her next of kin. Surviving 
John O. Stone, were his widow and three 
daughters—namely, this decedent, and 
Ellen J. Stone and Sarah J. Grinnell. These 
constituted his only heirs at law and next 
of kin. The widow died many years before 
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the death of Annie Stone. Annie Stone, the 
decedent, died September 24, 1927, unmar- 
ried, without issue, and leaving as her sole 
next of kin her two sisters just named. Her 
will provided “that what property or 
money I am allowed to dispose of by will 
under the will of my dear father, the late 
Dr. John O. Stone, of the city of New York, 
I give, devise, and bequeath in equal shares 
to my dear sisters Ellen J. Stone and Sarah 
J. Grinnell, * * *” After the death of Annie 
Stone, the two sisters in writing renounced 
their right to receive the property under 
this paragraph of her will and elected to 
take the property under the provisions of 
the will of their father, John O. Stone. 

The Commissioner of Internal Revenue 
declared a tax deficiency of several thousand 
dollars in the federal estate tax on the 
estate of Annie Stone, upon the theory that 
the property derived from the estate of her 
father was required to be included in her 
gross estate in virtue of the fact that she 
had exercised a power of appointment in 
respect thereof. The Board of Tax Appeals, 
on review, sustained the commissioner. The 
order of the Board of Tax Appeals based 
on this holding was reversed by the court 
of appeals, 70 F. (2d) 705, upon the ground 
that the property did not pass under the 
exercise of the power; and consequently, an 
essential condition of Section 302 of the 
act of 1926 was not present. 

Sec. 302, c. 27, 44 Stat. 9, 70, 71, provides: 


“Sec. 302. The value of the gross estate of the 
decedent shall be determined by including the 
value at the time of his death of all property, 
real or personal, tangible or intangible, wherever 
situated— * * * 

“(f) To the extent of any property passing 
under a general power of appointment exercised 
by the decedent (1) by will, or (2) by deed exe- 
cuted in contemplation of, or intended to take 
effect in possession or enjoyment at or after, his 
death, except in case of a bona fide sale for an 
adequate and full consideration in money or 
money’s worth; .. .” 


The crucial words are “property passing 
under a general power of appointment exer- 
cised by the decedent by will.” Analysis of 
this clause discloses three distinct requisites 
—(1) the existence of a general power of 
appointment; (2) an exercise of that power 
by the decedent by will; and (3) the pass- 
ing of the property in virtue of such exer- 
cise. Clearly, the general power existed and 
was exercised; and this is not disputed. But 
it is equally clear that no property passed 
under the power or as a result of its exer- 
cise since that result was definitely rejected 
by the beneficiaries. If they had wholly re- 
fused to take the property, it could not well 
be said that the property had passed under 
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the power, for in that event it would not 
have passed at all. Can it properly be said 
that because the beneficiaries elected to 
take the property under a distinct and sep- 
arate title, the property nevertheless passed 
under the power? Plainly enough, we think, 
the answer must be in the negative. 

The contention of the government is that 
the tax is imposed “upon the power to 
transmit or the transmission of property by 
death; the shifting of the economic benefits 
in property is the real subject of the tax. 
* * * the property in question passed to the 
sisters under the general power of appoint- 
ment exercised by the decedent by will 
within the meaning of the statute.” But 
this involves the obviously self-destructive 
conclusion that an unsuccessful attempt to 
effectuate a thing required by the statute is 
the same as its consummation. The tax here 
does not fall upon the mere shifting of the 
economic benefits in property, but upon the 
shifting of those benefits by a particular 
method—namely, by their “passing under a 
general power of appointment,” and not 
otherwise. Acceptance of the government’s 
contention would strip the italicized word 
of all meaning. 

The government relies upon Chase Nat. 
Bank vs. United States, 278 U. S. 327, and 
Tyler vs. United States, 281 U. S. 497. In 
neither of these cases was the court con- 
cerned with the meaning of the act. In the 
first case (p. 334) the court said the tax 
was plainly imposed by the explicit lan- 
guage of the statute, and that there was no 
question as to its construction. The sole 
question for determination was as to the 
constitutional validity of the act. The same 
is true in respect of the second case. Neither 
case sheds any light upon the question here 
involved, namely, the meaning and applica- 
tion of the statutory provision. 

The court below leaned confidently upon 
the decision of the New York Court of 
Appeals in the Matter of Lansing, 182 N. Y. 
238. That well considered case and this in 
principle cannot be distinguished. We think 
the reasoning of the New York court as to 
the meaning and application of the state 
law equally applies to the federal statute 
here in question. There, as here, the con- 
tention of the taxing authorities (there 
under the state act, here under the federal 
act) was that the appointee named in the 
will of the donee of the power took her 
property thereunder and not under the will 
of the creator of the power, notwithstand- 
ing the property had been given to her 
by the will of the former subject to the 
power of appointment. But the state court 
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answered that the power gave the appointee 
nothing and took nothing away from her; 
that she had the right of election and could 
refuse to take under the appointment and 
still hold the property, since her title with- 
out was as good as it was with the power; _ 
that she treated the exercise of the power 
as a mere attempt and not as an effective 
execution of it; and that it sufficiently 
appeared that she elected to reject title 
from that source. 


“Her rights were fixed by the will of her grand- 
father, and unless changed pursuant to its provi- 
sions her estate in expectancy would become an 
estate in possession upon the death of her moth- 
er. . . . Although the power was exercised in 
form, her title was perfect without it and she 
derived no benefit from it. The power was to 
‘dispose of the remainder’ and the remainder was 
not disposed of but continued where it was. The 
attempt to execute the power was not effective, 
because it did nothing. The exercise of a power 
which leaves everything as it was before is a 
mere form, with no substance.” 


The opinion, p. 244, points out that the power 
might have been exercised so as to have left 
the appointee with no title at all; but that 
in fact it was exercised so as to leave her 
the same title that she would have had if 
the power had not been exercised. The same 
is true here. 


“An appointee under a power,” the court con- 
tinued, “has the right of election, the same as a 
grantee under a deed. . . . He can accept the title 
tendered or reject it in his discretion. It cannot 
be forced upon him against his will. He cannot 
be compelled to receive additional evidence of title 
when he does not want it, and does not need it 
because his title is perfect without it. His con- 
sent is necessary before the attempt to exercise the 
power becomes binding upon him the same as 
consent is necessary in making. a contract or 
agreement. Declining or refusing to take has the 
same effect as incapacity to take, as in the case 
of a devise to a corporation which has no power to 
hold any more property because the statutory 
limit has been exceeded. The title is not affected, 
but remains where it was before.” 


We granted the writ of certiorari in this 
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case because of an alleged conflict with 
Wear vs. Commissioner, 65 F. (2d) 665, 
and Lee vs. Commissioner, 57 F. (2d) 399. 
The reasoning and conclusions of those 
courts and of the court below cannot be 
reconciled. We are of opinion that, to the 
extent of the conflict, the view of the for- 
mer is wrong and that of the court below is 
right, and we hold accordingly. 


Judgment affirmed. 


Insurance—Government War Risk— 
Application for Reinstatement— 
Premium Delay and Lapse— 


U. S. Supreme Court, The Wilber National Bank 
of Oneonta, N. Y., as administrator of the Estate 
of James Patrick Mahar, Deceased, Petitioner, vs. 
The United States of America. Decided February 
4, 1935. 


Mr. Justice McReynolds delivered the 
opinion of the Court, which follows in full. 

July 1, 1927, James Patrick Mahar applied 
to the United States Veterans’ Bureau for 
reinstatement of $5,000 insurance upon his 
life, and with the application sent check for 
$13.90. The allocation of this sum then sug- 
gested by him gives no indication that he 
thought it sufficient to meet any premium 
due after August Ist. 

September 19th, a policy in the usual form 
issued and was delivered. It showed payment 
of the monthly premium—$3.95—due July 
1st, and that like payment would be neces- 
sary on the first of each succeeding month. 
Also: 


. This policy takes effect on the first day of 
uly, nineteen hundred and twenty-seven. . 
“Premiums are due and payable monthly in 
advance” and “if any premium be not paid when 
due, this policy shall cease and become void .. .,” 
but that ‘‘a grace of thirty-one days without. in- 
terest will be allowed during which time the policy 
will remain in force. . . . This policy, if it has 
not been surrendered for a cash value, may be 
reinstated at any time after lapse upon evidence 
of the insurability of the insured satisfactory to 
the Director of the United States Veterans’ Bu- 
reau, and upon the payment of all premiums in 
arrears, with interest from their several due dates 
at the rate of five per centum per annum, and 
the payment or reinstatement of any indebtedness 
which existed at the time of such default, with 
policy loan interest.” 


A letter dated July 29th acknowledging 


receipt of the check which accompanied the 
application contained the following clause: 


“Important.—Insurance under the application 
evidenced by the above remittance shall be effec- 
tive subject to the World War Veterans’ Act, 
1924, and Regulations. .. .” 


Neither this letter nor any other notice 
informed the assured how the $13.90 had 
been allocated, but under the statute and 
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regulations it sufficed to pay prescribed 
charges, and two premiums on the $5,000 
policy—July 1st and August 1st; also $2.65 
for credit on the premium due September 
1st. 

Two remittances of $3.95 by or for the 
assured were made to the Bureau November 
2nd and December 20th respectively. These 
were retained, but were not acknowledged 
until after the assured’s death. After issu- 
ance of the policy no notice was given the 
assured concerning payment of premiums, 
default, or that the policy had lapsed or was 
about to do so. Apparently the only com- 
munications sent prior to his death were the 
receipt of July 29th, and the policy, deliv- 
ered September 18th. 

Nothing indicates that the Bureau ordi- 
narily sent notices concerning premiums or 
lapses. We are referred to no statute or 
regulation which required such a notice. 
No officer of the Bureau is shown to have 
had power to reinstate lapsed policies with- 
out evidence of insurability. 

Mahar became totally incapacitated Octo- 
ber 17th, but the Bureau had no notice of 
this fact. He died the twenty-fourth of 
December. Payment under the policy was 
refused upon the ground that it had lapsed 
because of failure to pay the premium due 
September 1st. The grace period ended 
October 2nd. 

Petitioner, as administrator of the estate, 
brought this action in the District Court, 
Northern District, New York (Sec. 445, c. 
10, Title 38, U. S. C. A.). He alleged issu- 
ance of the policy, that all matured premi- 
ums upon the policy had been duly paid, 
and asked recovery. 

According to the provisions of the policy 
it expired October 2nd. But petitioner 
claimed, and the District Court ruled, that 
because the Bureau failed to give notice 
concerning allocation of the sum forwarded 
July ist, failed to give notice of the due 
dates of the premium or that the policy had 
or was about to lapse, and retained the two 
payments of $3.95 each, the United States 
were estopped to deny liability. It said: 


“If the defendant was a private insurance com- 
pany, I would have no hesitancy in declaring it 
estopped from claiming the policy had lapsed for 
non-payment of premium. . . . The same principle 
should be applied against the defendant in this 
case. ‘When the United States went into the in- 
surance business, issued policies in familiar form, 
and provided that, in the case of disagreement, it 
might be sued, it must be assumed to have ac- 
cepted the ordinary incidents of suits in such 
business.’ ” 


Judgment for the petitioner was reversed. 
The Circuit Court of Appeals held: 
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“The conditions of the policy relating to pre- 
mium payments were not met by payment of the 
premium due Sept. 1, 1927, and the insurance 
policy therefore expired, counting in the grace 
period, on October 2, 1927, unless there was a 
waiver by the appellee. The claim that there was 
such a waiver cannot be sustained. ... The law 
does not permit waiving statutory requirements 
by the acts of employees of the government. The 
failure to pay the premiums prior to October 2nd 
resulted in a lapse of the policy which may not 
now be held to be waived by the conduct of the 
government’s employees.”’ 


The cause is here by certiorari granted 
upon an application which asserts that the 
questions presented are: First, whether the 
United States are engaged in the life and 
disability insurance business, and obligated 
to observe the same rules in respect of 
notices, applying premiums and obeying 
customs that are applicable to competing 
commercial companies, and Second, whether 
the United States, in the circumstances 
shown, are bound by the acts of their agents 
like other insurance companies and estopped 
to deny payments because of such acts. 

Undoubtedly, the general rule is that the 
United States are neither bound nor estop- 
ped by the acts of their officers and agents 
in entering into an agreement or arrange- 
ment to do or cause to be done what the law 
does not sanction or permit. Also, those 
dealing with an agent of the United States 
must be held to have had notice of the limi- 
tation of his authority. Utah Power and 
Light Co. vs. United States, 243 U. S. 389, 
409; Sutton vs. United States, 256 U. S. 
575, 579. 

How far, if at all, these general rules are 
subject to modification where the United 
States enter into transactions commercial 
in nature (Cooke vs. United States, 91 U.S. 
389, 399; White vs. United States, 270 U.S. 
175, 180) we need not now inquire. The 
circumstances presented by this record do 
not show that the assured was deceived or 
misled to his detriment, or that he had ade- 
quate reason to suppose his contract would 
not be enforced or that the forfeiture pro- 
vided for by the policy could be waived. 
Insurance Co. vs. Eggleston, 96 U. S. 572; 
Phoenix Insurance Co. vs. Doster, 106 U.S. 
30. The grounds upon which estoppel or 
waiver are ordinarily predicated are not 
shown to exist. 

The statutes and regulations which gov- 
ern the War Risk Insurance Bureau we 
must assume are known by those who deal 
with it. When issuing a policy the Bureau, 
so far as shown, did not ordinarily notify 
the assured of the allocation of the cash 
payment; there was no custom to give notice 
of defaults. Here the insured had no right 
to expect such notices. His policy finally 
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lapsed October 2nd. After that no officer of 
the Bureau had authority to reinstate it 
without proof of insurability. The policy so 
declared. 

The assured’s health began to decline in 
September and on October 17th he was 
permanently and totally disabled, but no 
notice of this was given. Payments of 
November 2nd and December 20th were 
sent when this disability existed. They were 
received by the Bureau when ignorant of 
the true situation, and at a time when rein- 
statement by affirmative action was inad- 
missible. 

Nothing indicates intention by any officer 
or agent to vary the contract; and we find 
nothing done or omitted from which the 
assured or his representatives could reason- 
ably imply such purpose or intent. The 
claim of estoppel or waiver is not supported 
by the facts shown and the questioned 
judgment must be affirmed. 


Investments—Mortgage in Trustee’s 
Name and Not as Trustee for the 
Trust Held Not in Compliance With 
Pennsylvania Statute— 

Supreme Ct. of Pennsylvania, Western District, 
Estate of William Yost, Deceased. Appeal of John 


J. Yost. No. 140 March Term, 1934. Decided 
November 26, 1934. 


The opinion of the Court by Drew, J., 
follows in part: 

* * * Exceptions were filed in the court 
below by the beneficiary to the fifth account 
of the trustee, complaining, inter alia, that 
a certain mortgage, now foreclosed, was 
taken by the trustee in its own name, and 
not as trustee of the estate, for which 
reason the beneficiary, having so elected, 
claimed to be entitled to the repayment in 
cash of the trust funds invested in it. From 
the decree confirming the account the bene- 
ficiary has appealed. 

The mortgage in question was given by 
one F. M. Henderson to the trust company 
in 1924, in the amount of $22,000, payable 
in monthly installments, with the balance 
due at the expiration of five years. The 
trust company took and held the mortgage 
in its own name and placed it in an install- 
ment mortgage pool. Shortly afterwards, 
Henderson conveyed the property to Irene 
A. Woods, who assumed the mortgage. In 
October, 1926, she and her husband, to 
whom she had conveyed an interest in the 
property, asked to be relieved of the re- 
quirement of monthly payments. After some 
negotiation, their application was granted 
by the company, it being then agreed that 
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the time of payment should be extended for 
three years from October 18, 1926, no pay- 
ment of principal to be made during the 
term of the extension, but interest to be 
payable semi-annually. Since it was no 
longer an installment mortgage, it was 
taken out of the mortgage pool and on 
October 18, 1926, it was allotted to the 
Yost estate by a declaration of trust placed 
on the books of the company, although title 
continued to be held by the company in its 
own name. At this time the amount due on 
the mortgage was $17,000. The record dis- 
closes no notice to the beneficiary of the 
fact that funds of his trust had been in- 
vested in this mortgage until at least two 
years after the allotment was made. In 
July, 1933, foreclosure proceedings were be- 
gun, for default in payments and failure to 
produce tax receipts: At the sheriff’s sale 
the property was bought in by the company 
for costs and taxes. 

Appellant contends that the company 
acted improperly in continuing to carry the 
mortgage in its own name after allotting it 
to the estate, and that the mere execution of 
a declaration of trust on the books of its 
trust department was an insufficient com- 
pliance with Section 29 cf the Act of April 
29, 1874; P. L. 73, as amended by the Act 
of May 9, 1889, P. L. 159, and by the Act 
of April 6, 1925, P. L. 152.* With this we 
are entirely in accord. That act as amended 
requires that trust companies “shall keep 
all trust funds and investments separate 
and apart from the assets of the companies, 
and all investments made by the said com- 
panies as fiduciaries shall be so designated 
as that the trust to which such investment 
shall belong shall be clearly known.” 

We are unable to agree with the opinion 
of the court below that the company’s dec- 
laration of trust on its books was a suf- 


* This section contains the following provisions: 

“The said companies shall keep all trust funds and 
investments separate and apart from the assets of the 
companies, and all investments made by the said com- 
panies as fiduciaries shall be so designated as that the 
trust to which such investments shall belong shall be 
clearly known: Provided, that said companies may as- 
sign to their various trust estates participation in a 
general trust fund of mortgages upon real estate se- 
curing bonds, in which case it shall be a sufficient 
compliance with the provisions of this section for the 
company to designate clearly on its records the bonds 
and mortgages composing such general trust fund, the 
names of the trust estates participating therein, and 
the amounts of the respective participations; and in 
such case no estate so participating shall be deemed 
to have individual ownership in any bond and mort- 
gage in such fund, and the company shall have the 
right at any time to re-purchase at market value but 
not less than face value any such bonds and mortgages 
from such fund, with the right to substitute therefor 
other bonds and mortgages.” 
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ficient compliance with the act. Where the 
trust to which the investment belongs is 
designated in no other way than by a dec- 
laration on the company’s books, the allot- 
ment is “clearly known” to no one except 
the company. While the act as amended in 
1925 provides that a clear designation on 
the company’s records shall be a sufficient 
compliance in the case of a mortgage pool, 
the mortgage here had been taken out of 
the pool and put into the Yost trust. The 
company was therefore under the same duty 
in regard to it as in the case of any other 
specific piece of property acquired for a 
specific trust. Whether it acquired the prop- 
erty from another or from itself, as in this 
case (a practice of which we do not approve 
but of which no complaint is here made), 
it should have taken title as trustee for the 
specific trust, by an instrument designat- 
ing it as such and placed upon public record, 
so that all persons interested might be put 
upon notice of the trust: Freas’s Est., 231 
Pa. 256; Carr’s Est. (No. 1), 24 Pa. Super. 
Ct. 369; see Restatement, Trusts (Tenta- 
tive Draft No. 2) section 174, comment d. 
Only when such precautions have been taken 
is the beneficiary properly protected from 
the danger of an unfaithful trustee’s sub- 
sequently claiming the property as his own 
and from the possibility of attacks by the 
trustee’s creditors. A failure of the com- 
pany to realize that a mortgage allotted to 
a specific trust could not be treated like a 
mortgage in a pool, but imposed different 
duties upon it, would not, of course, serve 
to excuse it from the neglect of such duties. 

It is well settled that where a trustee 
invests trust money in property which he 
takes in his own name as an individual, the 
beneficiary has the option to accept the in- 
vestment or require the trustee to account 
for the money so invested, with interest: 
Morris V. Wallace, 3 Pa. 319; Stanley’s 
App., 8 Pa. 431; Royer’s App., 11 Pa. 36; 
Freas’s Est., supra; Carr’s Est., supra; 
see McAllister vs. Com., 30 Pa. 536; Norris’s 
App., 71 Pa. 106. We see no reason for 
changing so settled and salutary a rule. As 
was said in Matter of Union Trust Co., 219 
N. Y. 514, “It has been quite universally 
held that a trustee should not invest trust 
funds in his own name. Such rule of law 
should not be abandoned, qualified, or in 
any way impaired. There is no difference 
between a corporate trustee and an indi- 
vidual trustee in its or his duty in respect 
to investments. Trust funds should not only 
be kept independent of individual and other 
trust funds, but the investments thereof 
should, so far as possible, be clearly defined, 
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and at all times stamped with the indi- 
vidual trust to which they severally belong.” 
The trustee should not be permitted so to 
make an investment that he can call it his 
own today, if good, and tomorrow, if bad, 
ascribe it to the trust, or shift it from one 
trust to another, or leave it subject to 
attack by creditors as his individual prop- 
erty. Only by giving the beneficiary a right 
to make the trustee account for funds thus 
invested can a practice so fraught with 
danger be effectually prevented. Nor is the 
danger less where the trustee is a corpora- 
tion than where the trustee is an individual. 

This case is ruled by Freas’s Est., supra. 
There a trust company foreclosed a mortgage 
held in trust by it, and at the foreclosure 
sale bought in the property in the name of 
one of its officers. For four years thereafter 
the company permitted the record title to 
remain in the name of its officer, without any 
other designation of the trust than a dec- 
laration of trust executed by the officer and 
placed in its files. We held that the bene- 
ficiary was entitled to require the company 
to account for the amount bid at the fore- 
closure, with interest. 

It follows that appellant is entitled to the 
option of affirming the transaction or of 
making the trust company restore the funds 
expended, with interest. The contention is 
made that his subsequent conduct amounted 
to an affirmance and that he was thereby 
debarred from repudiating the transaction. 
It is true that before the foreclosure sale 
he was informed that the mortgage was held 
for the trust and that the sale was post- 
poned for several months at his request. 
Nowhere in the record does it appear, how- 
ever, that he was at any time aware of the 


fact that title was in the trustee’s own 
name and that there was no other designa- 
tion of the trust than the entry on the com- 
pany’s own books. Clearly the beneficiary 
cannot be held to have affirmed the transac- 
tion when he was in entire ignorance of the 
facts out of which his right to disaffirm 
arose: Gates vs. Megargel, 266 Fed. 811; 
White vs. Sherman, 168 Ill. 589; Hodge vs. 
Mackintosh, 248 Mass. 181; see Restatement 
Trusts (Tentative Draft No. 3), section 
210. 

The trust company argues that the prac- 
tice which it followed is approved by the 
Act of 1925, supra. However, the portion of 
the act upon which it relies refers only to 
mortgages placed in mortgage pools, in 
which various trust estates participate in 
undivided shares. In such case, the statute 
makes an exception to the general rule—an 
exception. which is plainly necessary to the 
successful operation of mortgage pools, but 
which does not extend beyond that situa- 
tion. There is no merit in the company’s 
contention on this point. 

Since the company’s actions were in good 
faith, it is chargeable with no more than 
the amount of the funds taken from the 
trust on account of the investment in 
the mortgage, with simple interest. From 
this amount must be deducted any payments 
to the trust of interest on the mortgage, 
and any payments to it of principal thereon 
with simple interest on such payments of 
principal from the dates on which they 
were made. 

The decree of the court below is reversed 
at the cost of appellee, and the record is re- 
mitted for further proceedings in accord- 
ance with the views herein expressed. 
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Excerpts From Selected Articles 


The Development of Restraints on 
Alienation Since Gray— 


“Harvard Law Review,” January, 1935. Pages 
374-406. By Richard E. Manning, New York, N. Y- 


‘The extent to which a person transfer- 
ring real or personal property may limit its 
subsequent disposition by the transferee 
has for centuries been a problem troubling 
the courts. Restrictions upon the grantee’s 
right to transfer the property, at any time, 
to whomsoever he may choose, and in what- 
ever manner he may select, are called “re- 
straints on alienation.” In deciding cases 
involving these restraints courts must, in 
addition to principles of law and applicable 
statutes, examine economic and social policy 
to a greater extent than in many other 
fields. And policy in these matters is pe- 
culiarly responsive to changing conditions 
and times. Counsel seeking to void a re- 
straint on alienation will invariably con- 
tend that there is no present economic 
justification for withdrawing large amounts 
of realty or personalty from the channels 
of commerce, either completely for but a 
limited period, or partially through barring 
alienation to certain persons or in a par- 
ticular manner. But such an argument may 
carry more weight in a dynamic era of com- 
mercial activity and business expansion 
than during a static period when preserva- 
tion of the status quo is the chief business 
motive. The community’s attitude toward 
the debtor-creditor relationship will be 
especially important, since most restraints 
serve to protect debtors’ assets from the 
claims of creditors. Although society gen- 
erally is in favor of upholding and enforc- 
ing private obligations, the intensity of this 
feeling is not uniform, as is demonstrated 
by the differences in homestead exemptions 
and the varying scope of moratory legisla- 
tion. Purely social considerations are in- 
volved in determining the amount of secur- 
ity that may be provided for improvident 
and incapable people by means of restraints 
on alienation. A further problem in social 
adjustment is raised by prohibitions on 
alienation to members of minority races, and 
the courts will necessarily be influenced by 
the extent to which elimination of social fric- 
tion and maintenance of property values 
may be secured by upholding such restraints. 
While the subject of restraints on alienation 
is often regarded as peculiarly academic, it 


human motives and a study in the wielding 
of a potential instrument of economic and 
social control. It is, therefore, surprising that 
this field of the law has been almost neg- 
lected since Gray wrote so vividly near the 
close of the last century. 

‘Intended primarily as an attack on the 
increasing judicial approval of the spend- 
thrift trust device, which he assaulted with 
eloquent invective and cogent reasoning, 
Professor John Chipman Gray wrote a small 
volume that contains the most complete 
examination and analysis of the entire law 
of restraints on alienation that has yet ap- 
peared. Although this book has not been as 
often cited as his great work on the Rule 
against Perpetuities, most of the decisions 
in the law of restraints since 1895 have fol- 
lowed the principles laid down by Gray, 
relying, however, more upon the reasoning 
of the earlier writers, and in particular, 
Chancellor Kent. Gray’s work, however, 
must remain the point of departure for any 
examination of the cases on restraints since 
1900, an examination whose chief aim will 
be to discover the extent to which recent 
decisions deviate from the law expounded 
by Gray. The principal topics examined will 
be (1) restraints on fees qualified as to per- 
sons, (2) restrictions on fees limited in 
time, (3) restraints on fees qualified as to 
manner, (4) legal life estates, (5) restraints 
for a collateral purpose, and (6) the reasons 
underlying the law of restraints on aliena- 
tion.’ 

After presenting the results of his exami- 
nation regarding the above mentioned topics 
the author concludes the article as follows: 

‘Briefly, the present law seems to be that: 
(1) Unqualified restraints or forfeitures on 
the alienation of legal fees are everywhere 
void, and only a small minority of jurisdic- 
tions permit restraints of equitable fees. (2) 
In a majority of jurisdictions some degree 
of restriction of fees by forbidding aliena- 
tion to particular persons is permitted, but 
a few states forbid all such restraints. (3) 
Although the prevailing law is that re- 
straints on vested interests in fee are not 
valid because limited in time, there has been 
an increasing tendency to allow forfeitures 
on alienation if limited to a reasonable time. 
Contingent remainders may be restrained 
for a limited time. (4) Restraints qualified 
as to mode of alienation are generally void. 
(5) In the majority of states a provision for 
forfeiture is necessary for the validity of 


is in reality a vital balancing of conflicting restraints on legal life estates. But Nebraska 
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and perhaps Kansas, allow life estates to be 
restrained without any provision for the 
termination of the estate on attempted 
alienation. (6) There are some cases which 
sustain partial restraints when the purpose 
of the particular restraint is deemed worthy 
of fulfillment. 


Reasons For and Against Restraints 


‘In forbidding absolute restraints on legal 
fees, and partial restraints as well, the chief 
reason given by the courts goes back to 
Littleton and Coke, was expounded by 
Chancellor Kent, but was rejected by Gray. 
It is that restraints are repugnant to the 
nature of a fee—a sentiment based on the 
scholastic conception of common law estates. 
The argument is that the law defines the 
exact nature of every estate in land, that 
each has certain incidents which are pro- 
vided by law and cannot be changed by the 
individual grantor or testator, and that one 
of the principal incidents of a fee and of 
most estates is alienability. Therefore, no 
estate which purports to be a fee may be 
deprived of this incident, and since no new 
estates unknown to the law may be created, 
except by legislative action, when the trans- 
feror attempts to restrain alienation, his 
attempt is void. But, as has been seen, it 
was conceded by both Littleton and Coke 
that a restraint against alienation to a par- 
ticular class was valid, this being a well- 
supported exception to the general rule. 
Additional historical basis, however, for the 
case against restraints may be found in the 
statute Quia Emptores, abolishing subin- 
feudation, and where the estate is created 
by deed, there may be applied the old rule 
that the granting clause controls, and that 
any limitations in subsequent clauses incon- 
sistent with the limitation previously stated 
are to be disregarded. On the other hand, 
Gray contended that the doctrine of repug- 
nancy was entirely one of technical common 
land law, and that forbidding restraints in 
our modern law would be unjustified if re- 
pugnancy were the only reason. There can 
be no persuasive dissent from this view; 
continued use of the argument of repug- 
nancy as a short cut to a desired result or 
to conceal a rule not founded on public 
interest is, to say the least, lamentable. 

‘Professor Gray believed, however, that 
the rule against restraints on alienation 
rested on sound public policy, and this posi- 
tion has received the support of many 
courts. It is argued that freedom of com- 
merce requires that land be readily market- 
able, that business honesty demands every 
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person’s property be subject to his debts, 
and that public welfare necessitates its be- 
ing subject to the owner’s needs. In addition 
as the Minnesota court has pointed out, per- 
mitting fee-simple titles to be tied up by 
conditions which subject them to forfeiture 
has a strong tendency to prevent the im- 
provement of the property, or its most bene- 
ficial use, thus retarding the development 
of the country. Gray laid down even broader 
grounds of policy, arguing that restraints 
foster paternalism and a weak race, in- 
consistent with Anglo-Saxon traditions of 
virility and individualism. He saw in spend- 
thrift trusts in particular, and in any. 
weakening of the rule against restraints in 
general, a manifestation of an American 
tendency toward socialism, which he appar- 
ently regarded as a rapidly approaching evil 
—that socialism should rise through a de- 
vice designed to protect the fortunes of 
Pennsylvania manufacturers and Massa- 
chusetts shipping and textile overlords from 
the depredations of their extravagant, and 
none too competent progeny now seems a 
curious idea indeed. Finally, some courts 
have rejected all partial restraints on the 
ground that any test of reasonableness or 
substantiality will bring about confusion 
and uncertainty in the land law. Perhaps 
this is so; in either event, those courts which 
rely upon public policy to invalidate most 
restraints select a more cogent line of rea- 
soning than those depending upon the meta- 
physics of repugnancy. 

‘States which have gone the furthest to 
sustain partial restraints have usually 
begun by repudiating the idea of repug- 
nancy, and have relied upon the policy of 
their jurisdictions, declared either judicially 
or legislatively, to abandon the feudal prop- 
erty law in favor of a more modern struc- 
ture. Others have argued that since the 
property belonged to the grantor or devisor, 
and since he was under no obligation to part 
with it, at least to the particular grantee or 
devisee, he was entitled to impose such re- 
strictions on the property as he chose and 
the particular court regarded as reasonable, 
even to the barring of creditors. This, in 
general, is the basis of the spendthrift trust 
doctrine in the United States and the dis- 
cretionary trust doctrine in England. Make- 
weight is frequently added by analogies to 
the exemption laws, but one court, at least, 
which would not be expected to adhere to 
feudal notions, has directly repudiated such 
an analogy. Some of the courts have denied, 
however, that there is any public policy 
against partial restraints on alienation and 
have found considerations of policy to sup- 
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port them. Those courts which sustain par- 
tial restrictions do not of course sustain all 
restraints, usually applying some test of 
reasonableness, on the theory that such a 
standard is no more unsettling in the law 
of property than in other fields of law and 
may be applied with equal success. Although 
reasonableness may be simply a disguise for 
saying that the policy of the jurisdiction 
favors such restraints, it is, nonetheless, a 
dangerous method of approach in a branch 
of the law where predictability of judicial 
result is of paramount importance, and 
where it is even more essential that convey- 
ancers be able to assure their clients that 
the instruments employed involve no pro- 
visions which could sensibly be made the 
subject of litigation. 

‘Some judges and writers believe that 
there are only two alternatives, either to 
forbid or permit all partial restraints on 
alienation, at least within the period of the 
Rule against Perpetuities. On the strict doc- 
trine of repugnancy this is an entirely logical 
attitude, but if the rule against restraints 
on alienation really rests on policy, then 
those which do not violate the policy, or are 

_ justified by a stronger policy, should be 
allowed, and all others rejected. No restraint 
should be sustained simply because it is 
limited in duration, or the class of persons 
excluded is not universal, or all modes of 
alienation are not prohibited. These quali- 
fications, while undoubtedly lessening the 
degree to which restraints violate public 
policy, are not in themselves, sufficient to 
overcome it, or a necessary manifestation 
of a stronger policy in favor of the restric- 
tions. But the purpose for which the restraint 
is created may sanction it, and this should 
be the test applied. 

‘If public interest is served by the free 
alienation of property, it is against that 
interest to enforce the capricious whims of 
an owner of property, however he may limit 
their effect. But if he creates a desirable 
interest, and then wishes to establish safe- 
guards to protect it, the courts should lend 
their assistance. If a testator desires to pro- 
vide his widow with a life income, and so 
prevent her becoming a public charge, with 
a maximum assurance that she will peace- 
ably enjoy her stipend from his land, and 
yet allow his sons to improve the land and 
till it as their own, without being trustees, 
he should be permitted to do so. And a valid 
provision that the sons should not sell the 
land during their mother’s life without her 
consent is a most effective way of accom- 
plishing the desired result. Other family 
arrangements might be similarly justified. 
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While it may be true that in applying a test 
of reasonableness, the courts have really 
intended to make differentiations of policy, 
the tendency has been to rely upon rules of 
thumb, to use phrases to avoid an actual 
analysis of the conflicting interests involved.., 
Nor is it more satisfactory when a court 
simply says that no policy is violated by the 
restraint or that some other policy favors 
it. A standard based on the purpose of the 
restraints should make it more imperative 
for the judges consciously to weigh the bene- 
fits involved and rationally to expound their 
results. If the suggested test achieves no 
other end, it should at least focus the issue 
more clearly, and should eventually do away 
with the imaginary virtues of qualifications 
as to persons, time, or manner.’ 

One hundred thirty-nine footnotes of ref- 
ences and citations. 


Limitations Over On Dying Without 
Issue and the Abolition of Estates 
Tail— 


“Virginia Law Review,” January, 1935. Pages 
286-304. By Henry A. Shinn, Profesor of Law, 
University of Georgia. 


‘As testacy becomes more and more the 
rule and less the exception, through the in- 
fluence of corporate trustees, it may not be 
a useless threshing of old straw to consider 
the various interpretations of a phrase 
which is used, perhaps, more than any other 
in creating future interests. Few terms, it 
seems, are more intriguing, more frequently 
used, less understood, and susceptible of 
more interpretations than the phrase, “dy- 
ing without issue.” 

“The expression,’’ writes Mr. Jarman, “stands 
pre-eminent for the number and variety of the 
questions of construction to which it has given 


rise. The offices assigned to it are very numerous 
and vary of course with the context.” 
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‘When a layman writes in his will, “I de- 
vise all my real property to my son, John, 
and his heirs, but, if he should die without 
issue, then to my daughter, Mary, and her 
heirs,” he has in mind, in the vast majority 
of cases, a limitation over to Mary on the 
death of John at any time without children. 
Too frequently will-makers assume along 
with the layman that the popular meaning 
is the legal interpretation of the phrase. 

‘To the common law lawyer “dying with- 
out issue” means an indefinite failure of 
issue, that is, if the first devisee’s direct 
line of descendants should at any time fail, 
the limitation over would take effect. Thus, 
if in the case given John’s great-great- 
* great-grandson should die without children, 
the estate would go over to Mary’s heirs. 
The presumption that “dying without issue” 
meant an indefinite failure of issue gave 
John, the first devisee, a fee tail estate by 
implication. It was reasoned that, while the 
first part of the devise gave John a fee 
simple estate, yet the latter part restricted 
and limited the meaning of the word, 
“heirs,” to the issue of John’s body and thus 
cut his fee simple down to a fee tail estate. 
The same result was reached if the devise 
was to A for life but, if he should die 
without issue, then over to B. Here the 
testator has given, by implication, a re- 
mainder to A’s issue, the heirs of his body. 
By an application of the rule in Shelley’s 
Case, the heirs of A’s body did not take 
anything by the implied remainder to them. 
Its effect was to limit the remainder to A, 
so that A now has a life estate and a re- 
mainder by implication to his issue which 
merge, giving A a fee tail estate. 

‘The dynamic power of precedent is no- 
where better illustrated than in the almost 
universal acceptance in American jurisdic- 
tions of the common law presumption that 
“dying without issue” means an indefinite 
failure of issue. In old England emerging 
from feudal overlords, castles, moats, draw- 
bridges, and landed estates, which for gen- 
erations had been passing from father to 
son, one would expect the courts to inter- 
pret the phrase to mean an indefinite fail- 
ure of issue so as to hold the estate, as far 
as possible, to the lineal descendants of the 
heir. But why virgin soil, untrampled by 
feudal barons, settled by pioneers who were 
continually moving from eastern acres to 
western fields, had thrust upon it the yoke 
of entailed estates can only be explained by 
the blind submission of our courts to a 
rule of construction that was in no manner 
indigenous to American soil. 

‘A lone triumvirate of American juris- 
dictions held the fort without legislative aid 
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against the common law presumption. Ohio, 
Kentucky, and Connecticut refused to wear 
the feudal yoke. New Hampshire gave the 
three belligerents moral support in being 
indefinite as to where she stood, and Geor- 
gia in her early decisions retreated from 
her original, unqualified acceptance of the 
rule.’ ” 

Professor Shinn reviews court decisions 
on the subject, discusses trends and sets 
forth the present situation in the various 
states, using eighty-three footnotes of ref- 
erences and citations. He concludes with 
the following statement: 

‘It is the contention of this paper, how- 
ever, that statutes abolishing estates tail 
should rebut the presumption of indefinite 
failure of issue, that a special rule of con- 
struction founded on De Donis should fall 
with the statute, and that a presumption 
conceived to preserve the testator’s intent 
should not survive to defeat it.’ ” 


Multiple Taxation By The States— 
What Is Left of It?— 


“Harvard Law Review,” January, 1935. Pages 
407-432. By Robert C. Brown, Professor of Law, 
Indiana University School of Law. 

‘Until very recently it was never supposed, 
at least by the courts, that there was any 
general rule that the same property could 
not be taxed by more than one state. The 
fact that the same property was subjected 
to such a double or more than double tax 
burden was generally recognized as some- 
what unfortunate; but it was not regarded 
as a situation where the courts could prop- 
erly interfere. The position of the Supreme 
Court in the matter is well typified by the 
bland statement of Mr. Justice Brandeis in 
answer to the argument that the tax sus- 
tained by the court resulted in the same 
assets being taxed in two states: “To this 
it is sufficient to say that the Fourteenth 
Amendment does not prohibit double taxa- 
tion.” 

‘But these happy days for the states are 
gone—and apparently forever. No longer is 
the Court indifferent to such multiple taxa- 
tion; in fact, the present situation is that all 
taxation of the same property by two or 
more states is regarded as at least presump- 
tively contrary to the Fourteenth Amend- 
ment. It is the purpose of this article to 
review briefly the steps in this very radical 
change, and then to seek to ascertain 
whether any such multiple taxation of the 
same property can still run the gauntlet of 
the Court’s present interpretation of this 
vague but perhaps too useful provision of 
the Federal Constitution. 
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‘As for tangible property the problem is 
substantially solved. As early as 1905, in 
Union Refrigerator Transit Co. vs. Ken- 
tucky, the Court held definitely that tangible 
property permanently situated outside the 
state of domicil of the owner is subject to 
taxation only in the state where so per- 
manently located, and not by the state of the 
owner’s domicil. The ruling was extended 
to inheritance taxation twenty years later 
in Frick vs. Pennsylvania, where the state 
of domicil of a decedent was forbidden to 
impose an inheritance tax on tangible per- 
sonal property permanently located outside 
that state, because such property was out- 
side the taxing jurisdiction of the state of 
domicil for any purpose. Since there has 
never been any serious contention that real 
estate can be taxed directly or indirectly by 
any other jurisdiction than that in which it 
is located, these cases seem to have definitely 
ended multiple taxation of tangible property. 

‘Not so early nor so easily was multiple 
taxation of intangible property restricted. 
The reason for this is fairly obvious. Tangi- 
ble property always has an actual though 
not necessarily a permanent location, but a 
debt is a mere relation between the parties 
and has no such location in fact. The same 
rule applies to a considerable degree to all 
other forms of intangible property. To speak 
then of the location or situs of intangible 
property for taxation or any other purposes, 
as the courts indeed very frequently do, is 
to indulge in mere fiction or at the most a 
distinctly conventional and unrealistic use 
of that word. 

‘Nevertheless, it has for a long time been 
thoroughly settled that a debt is normally 
to be taxed at the domicil of the creditor 
rather than that of the debtor. Various ex- 
ceptions to that rule are, or have been at 
one time, recognized, but each involves at 
least a possibility of double taxation of the 
same debt, since there has seldom been any 
doubt of the power of the taxing jurisdiction 
where the creditor is domiciled to tax the 
debt. This means multiple taxation of in- 
tangible property. And yet, when the Su- 
preme Court invalidated multiple taxation 
of tangible property, it did not immediately 
follow suit with respect to. intangibles, the 
obvious reason being the lack of any real 
situs for the latter kind of property. In 
recent years, however, the Court has changed 
its view. It has purported to do so by dis- 
covering a situs for these intangibles under 
the hoary but absurd maxim, mobilia 
sequuntur personam, that is to say, intangi- 
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ble property is situated at the domicil of its 
owner and is taxable there. 

‘To much of the reasoning in these cases 
there is, as the Court itself has recognized, 
but one answer: the maxim is only a means 
to an end. The truth is that the Court has 
come to feel that multiple taxation of in- 
tangible property is just as objectionable 
from an economic standpoint as if the prop- 
erty were tangible. It is, therefore, tending 
to reach the conclusion that only one tax 
will be allowed, and also that the jurisdic- 
tion permitted to impose the tax shall be 
that of the domicile of the creditor or other 
owner of the intangible property—not really 
because the intangible is situated there but 
simply as a matter of policy.’ 

The author reviews many cases and gives 
one hundred fifteen footnotes of citations, 
references and comments. The conclusion 
the author draws from his study follows: 


Conclusion 


‘The Supreme Court has given unmistak- 
able indication of its present strong tendency 
to deprive the states of multiple property 
taxation, upon which it once looked with 
indifference, if not benignancy. As to tangi- 
ble property this change has been practically 
accomplished. As to intangible property, 
multiple taxation has been permitted until 
the last few years, but in that period the 
Court has gone a long way toward putting 
an end to it, Such slight remnants as are 
permitted by previous decisions of the Court 
not explicitly overruled, must now be con- 
sidered to rest upon a very weak founda- 
tion. 

‘While this does not necessarily apply to 
other forms of taxation, yet even here the 
tendency in the same direction is generally 
apparent. Multiple inheritance taxation has 
seemingly been done away with quite as 
fully as multiple property taxation; indeed, 
practically all the recent cases showing the 
changed view of the Court involve inheri- 
tance taxation, though they are certainly 
just as applicable to property taxation. 
While other forms of excise taxes have not 
necessarily come under the same prohibition 
against multiple burdens, it is quite probable 
that at least a tendency to limit them rigidly 
will appear here also. Curiously enough, no 
such tendency appears as yet with respect 
to income taxation; in fact, it may well be 
contended that the direction is the other way. 

‘The most important doctrine leading to 
multiple property taxation which is still 
recognized by the decisions of the Court is 
business situs. Since in all pertinent recent 
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cases the Court has at least considered the 
possibility that such decisions may interfere 
with this doctrine, it does not seem too much 
to say that the Court appreciates the diffi- 
culty in harmonizing its present hostility to 
multiple taxation with the continued exis- 
tence of the business situs doctrine. It is sub- 
mitted that multiple property taxation as 
between the states will have to go and that 
so far as business situs and other doctrines 
already considered permit such taxation, 
they will have to be abolished or at least 
radically remodeled. 

‘It has been suggested that the business 
situs doctrine will be modified so that in- 
tangible property having a business locality 
in a jurisdiction separate from the domicil 
of the owner will be permitted to be taxed 
there and there only—thus treating it like 
tangible property, under the Frick case. This 
would avoid any multiple taxation but 
would possibly run counter to the now set- 
tled doctrine of the Supreme Court that 
evidences of indebtedness and similar docu- 
ments cannot be treated as tangible prop- 
erty. 

‘A more substantial objection is present 
in the marked tendency of the Court to take 
the position that practically all forms of 
intangible property which cannot fairly be 
considered to have any actual situs—and 
even tangible property which has no per- 
manent situs—are to be taxed at the domicil 
of the owner and there alone. The Court 
attempts to rationalize this theory under 
the maxim, mobilia sequuntur personam, but 
it hardly needs to be repeated that this is 
an attempted rationalization of the irra- 
tional. It is really no more than a slightly 
disguised statement of the Court’s idea of 
policy. A summary statement of this policy 
is that the property should of course be 
taxed somewhere, but that it should be taxed 
only in one jurisdiction, and that the most 
desirable jurisdiction to impose the tax in 
such a situation is the domicil of the owner. 

‘Prophecy of what the Court is going to 
do next, particularly in view of the fact that 
it has habitually dodged the problem, at 
least so far as the business situs doctrine is 
concerned, is extremely hazardous. But it 
seems more rational, and possibly more accu- 
rate, to attempt such a prophecy on the basis 
of the policy actually adopted rather than 
on the Court’s pseudo-rationalization of 
such policy. Proceeding on this basis, the 
guess—and it can be no more than a guess 
—of the writer is that all credits, whether 
used in a business or not, will be subjected 
to taxation by the state of domicil of the 
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creditor and by no other jurisdiction. If that 
is so, the business situs of the credits will be 
ignored and the doctrine of taxation of 
credits at their business situs is wholly 
dead. 

‘The principle of taxation solely at the 
domicil of the owner will apply to all other 
forms of intangible property, unless, per- 
haps, it can fairly be said in the particular 
case that such intangible property—usually 
in the form of good-will or the value of a 
going business—is substantially, and not 
merely theoretically, situated with the busi- 
ness which uses it as an asset. But here, too, 
it seems fairly clear that no multiple taxa- 
tion will be permitted, so that the state of 
domicil of the owner will be precluded from 
taxing such intangibles. Apparently, mul- 
tiple property taxation, as between the 
states, is to be regarded as entirely done 
away with, and in the resulting situation 
the Court, except in very unusual circum- 
stances, is going to decide in favor of the 
state of domicil of the owner.’ 


Other Articles, Notes and Comments 
on Legal Questions Read by Our 
Staff and Recommended to Those 
Interested in The Respective Sub- 
jects Discussed. 


Articles 


Constitutional Protection of Liberty of Con- 
tract: Does It Still Exist?—“University 
of Pennsylvania Law Review,” February, 
1935. Pages 425-441. By Thomas Rae- 
burn White, member of the Philedelphia 
Bar. Sixty-one footnotes. 

Rights of Non-Cumulative Preferred Stock- 
holders—“Columbia Law Review,” Janu- 
ary, 1935. Pages 1439-1461. By W. H. S. 
Stevens, assistant chief economist, Fed- 
eral Trade Commission. Sixty-two foot- 
notes. 

The Valuation of Real Estate for Tax Pur- 
poses—“Columbia Law Review,” Decem- 
ber, 1934. Pages 1397-1438. By James C. 
Bonbright, Professor of Finance, School 
of Business, Columbia University, Vice- 
Chairman, New York Power Authority. 
One hundred five footnotes. 

Liability of the Trust Estate for Obliga- 
tions Created by the Trustee in Ohio,”’— 
“University of Cincinnati Law Review,” 
January, 1935. Pages 1-22. By Harvey 
W. Vanneman, Professor of Law, Ohio 
State University. Fifty-eight footnotes. 

Stocks vs. Bonds as Life Insurance Invest- 
ments During Depression — “Harvard 
Business Review,” January, 1935. Pages 
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237-248. By Harvey G. Guthmann and 
Ernest A. Dauer. Eight footnotes. Ten 
tables. Two charts. 

American Institute Examinations—“The 
Journal of Accountancy,” February, 1935. 
Pages 136-148. H. P. Baumann, editor of 
the Student’s Department, presents his 
opinion of the solution of question No. 2 
(The Jones Trusts) and presents the 
details of the working papers. 


Trustee Under Will Not Liable for Shrink- 


age in Value of Securities—“‘The Bank- 
ing Law Journal,” January, 1935. Pages 
1-11. 


Notes and Comments on Legal Questions 


Trusts—Powers—Rights of Subsequent 
Creditors in Corpus of Trust Fund Set 
Up by Debtor Reserving Life Estate and 
General Power of Appointment.—“Minne- 
sota Law Review,” notes, February, 1935. 
Pages 328-334. Twenty-one footnotes. 

Informal Settlement of Decedents’ Estates 
—‘Yale Law Journal,” comments, Janu- 
ary, 1935. Pages 478-488. Fifty-two foot- 
notes. 

Future Interests—When Is Child En Ventre 
Sa Mére Regarded as in Being—“‘Michi- 
gan Law Review,” comments, January, 
1935. Pages 414-420. Twenty-eight foot- 
notes. 

Double Compensation for Testamentary 
Fiduciary Acting as Both Executor and 
Trustee—‘Yale Law Journal,” notes, 
January, 1935. Pages 523-527. Twenty- 
eight footnotes. 

Trusts—Termination and Revocation—Ter- 
mination by Reason of Improvidence in 
Creation — “Minnesota Law Review,” 
notes, January, 1935. Pages 225-234. 
Thirty-eight footnotes. 

Power of Trustees to Lease—Instructions— 
A Trustee, After Securing the Approval 
of a Long Term Lease by the Supreme 

. Court Under Sections 106 and 107 of the 
Real Property Law (New York), Has No 
Authority to Modify the Terms of Said 
Lease, Without a Like Approval by the 
Court. The Courts Will Not Decide Ques- 
tions of Business Judgment, but Will 
Leave Them to the Trustee.—“St. John’s 
Law Review,” notes and comment, De- 
cember, 1934. Pages 143-152. Fifty-four 
footnotes. 

Failure to Permit Prompt Conclusion of 
Mortgage Foreclosure as Ground ‘for 
Enjoining Suit for Deficiency—“Yale Law 
Journal,” notes, January, 1935. Pages 
538-545. Thirty-two footnotes. 

The Taxation of Capital Gains in the Hands 
of a Successor in Interest—“St. John’s 


Fiduciary Service in 
Western Massachusetts 


This Bank, through forty-nine years 
of experience, is well qualified to act 
in all matters of trust administration 
and invites correspondence from other 
banks and bankers. 


Springfield Safe Deposit 
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Springfield, Mass. 


Law Review,” Tax Comment, December, 
1935. Pages 222-227. Thirty-nine foot- 
notes. ' 

Defeating the Priority of an After-Acquired 
Property Clause—“Harvard Law Re- 
view,” Notes, January, 1935. Pages 474- 
480. Thirty-two footnotes. : 

Motions for Bondholders’ Lists in New 
York—“Yale Law Journal,’”’ Comments, 
January, 1935. Pages 498-507. Fifty-two 
footnotes. 

The Corporation as a Federal Administra- 
tive Device—‘ University of Pennsylvania 
Law Review,” Notes, January, 1935. 
Pages 346-357. One hundred eight foot- 
notes. 

Civil Liability for Misstatements in Docu- 
ments Filed Under Securities Act and 
Securities Exchange Act—“‘Yale Law 
Journal,’ Comments, January, 1935. 
Pages 456-478. One hundred fifty-seven 
footnotes. 

Epitor’s Note: Addresses of publications 
mentioned in this section follow. The 
figure appearing after the address in each 
instance is the publication’s quoted single 
copy price. These publications are NOT 
for sale by Trust Companies Magazine. 

The Banking Law Journal, 465 Main Street, Cam- 
bridge, Mass. 60c. 

Columbia Law Review, Kent Hall, Columbia Univer- 
sity, New York, N. Y. 70c. 

Harvard Business Review, McGraw-Hill Book Com- 
pany, Inc., 330 W. 42nd Street, New York, N. Y. 
$1.25. 

Harvard Law Review, 
Mass. 75c. 

The Journal of Accountancy, 
York, N. Y. 365c. 

Michigan Law Review, Ann Arbor, Mich. 

Minnesota Law Review, Minneapolis, Minn. 

St. John’s Law Review, Brooklyn, N. Y. 65c. 

University of Cincinnati Law Review, Cincinnati, 
Ohio. 60c. 

University of Pennsylvania Law Review, 
Chestnut Street, Philadelphia, Pa. 75c. 

Virginia Law Review, Charlottesville, Va. $1.00. 

Yale Law Journal, 127 Wall Street, New Haven, Conn. 
80c. 


Gannett House, Cambridge, 


135 Cedar St., New 


80c. 
60c. 
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Books and Brochures Reviewed 


A Treatise on Mortgages 

By WILLIAM F. WALSH, Professor of Law, 

New York University Law School. Published 1934, 

by Callaghan and Company, Chicago, XLVIII, 

376 pages. Price $5.00. 

In his brief preface to “Walsh on Mort- 
gages,” the author says: 

‘The purpose of this treatise is to restate 
the fundamentals of the law of mortgages 
in the light of modern developments in 
equity and the merger of law and equity; 
to examine into the history of the law of 
mortgages as explaining the extraordinary 
situation in many states in which the 
theory of mortgages at law is still in vary- 
ing degree kept apart from the equity view 
of the mortgage relation; and finally to 
reconcile or to explain the many conflicting 
decisions and opposing theories which 
abound in this branch of the law. 

‘It is believed that in no other branch of 
the law can be found so much confusion of 
statement, conflicting ideas not carefully 
worked out and resulting uncertainty as to 
the law. Practicing lawyers need a brief 
work of this kind which will give them a 
carefully developed and logical analysis of 
the law of mortgages as it is, in its his- 
torical perspective, with a very liberal cita- 
tion and digest of cases. Law students every- 
where will find this work helpful to be read 
collaterally in connection with assigned 
cases.’ 

In the opinion of this reviewer, Professor 
Walsh has been exceedingly modest in his 
statement of those to whom this treatise 
should be found helpful. After a careful 
study of the work we are convinced that 
this book will be found of value to every 
person who has occasion to deal in any way 
with a number of mortgages. It is a presen- 
tation of the law of mortgages in a most 
interesting manner, giving very adequate 
coverage, with exhaustive citations, refer- 
ences and footnotes within the covers of 
one comparatively small volume which is 
well indexed. 

The fifteen chapter titles follow: 

History of the Development of Mortgage 
Law. 

Equitable Mortgages. 

Interests Which May Be Mortgaged; 
Mortgages of Property to Be Subsequently 
Acquired. 

The Mortgage Debt. 

Rights and Duties of Mortgagor and 
Mortgagee. 

Priority of Mortgages. 


The Right of Redemption; Satisfaction 
of Record. 

Conveyance of Land Subject to Mortgages. 

Subrogation, Contribution and Exonera- 
tion as Applied to Mortgages. 

Marshalling; Sale in Inverse Order of 
Alienation. 

Assignments of Mortgages. 

Foreclosure of Mortgages. 

Foreclosure Sale, Personal Obligation, 
Receivership, Surplus. 

Enforcement of Mortgage by Sale Under 
Power. 

A convenient table of cases cited, consist- 
ing of forty pages, is listed with page ref- 
erences. 


Cost of Government 


Published by National Industrial Conference Board, 
New York City. Prepared by Lewis Kimmel. Dec. 
1984; 46 pages, $1.00 


This compilation presents a concise pic- 
ture of governmental expenditures, Federal, 
State and local, in the United States, and 
information concerning tax collections and 
indebtedness for the years 1923 to 1934. 
Figures for the latter two years are esti- 
mates of the Board, no official data being 
yet available. Numerous charts and dia- 
grams illustrate comparative figures. 

Expenditures for the Federal government 
show an increase from $4,712 millions in 
1932 to $6,784 millions in 1934, the latter 
figure being higher than that for local gov- 
ernment, which far surpassed _ both 
Federal and State expenditures, in 1929. 
Local expenditures showed the only decrease 
since 1929, amounting to $6,448 millions in 
1932, when they were $51.66 per capita, 
total per capita cost being $107.49. Data are 
tabulated by states. 

Tax collections of $8,147 millions in 1932 
were 20.7 per cent of total national income, 
amounting to $65.72 per capita. Estate 
taxes were nearly $104 millions and gift 
taxes of over $9 millions in 1934. State in- 
heritance taxes of $144 millions in 1932 
were more than double those of 1922, 
amounting to 8.8 per cent of state tax col- 
lections. 

The concluding section of the survey 
shows gross and net debt of all divisions of 
government, gross debt being approximately 
$47 billions, the per capita figure in 1932 
being $314.22, with comparable figures for 
1934 estimated at about $375. 
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ALABAMA 


Mobile—American National Bank & Trust 
Company has elected Roger Brady, former 
manager of New Orleans Bank & Trust 
Company’s foreign department, as a vice- 
president. Mr. Brady had previously been 
secretary to President Hecht at the old 
Hibernia Bank & Trust Company, New 
Orleans. 


ARIZONA | 


Williams—E. O. Messimer has been pro- 
moted from assistant manager of the local 
branch of the Bank of Arizona, to manager. 


ARKANSAS 


Little Rock—Commercial National Bank 
announces election of E. E. Beaumont, for- 
merly secretary-treasurer, as vice-president 
and secretary. J. L. Armstrong becomes 
treasurer. 

Little Rock—Union National Bank has 
promoted W. R. Snodgrass from assistant 
cashier to treasurer. 


CALIFORNIA 


Los Angeles—Directors of the Security- 
First National Bank of Los Angeles have 
elected John H. Griffin, formerly trust of- 
ficer and assistant secretary, to a vice-presi- 
dency. Thomas B. Williams, formerly assist- 
ant trust officer, has been advanced to trust 
officer. Mr. Griffin, who has been associated 
with the Security-First National Bank for 
forty years, began as a bookkeeper. Mr. 
Williams, after preliminary trust experi- 
ence with the Central National Bank of 
Oakland, served for a time as national bank 
examiner. 

Los Angeles—John Clifford Campbell, 
formerly vice-president and trust officer of 
First National Bank, Oakland, and for the 
past six years with Pacific States Savings & 
Loan Company, Los Angeles, has opened 
law offices in Los Angeles and will specialize 
in escrow, title, trust and foreclosure work. 
Mr. Campbell was at one time superinten- 
dent of escrows for Pacific Southwest Trust 
& Savings Bank, now Security-First Na- 
tional Bank, and later trust officer of 
Orange County Trust & Savings Bank, 
Santa Ana. He was an organizer and first 
president of California Escrow Association. 

San Francisco— Anglo-California Na- 


tional Bank has appointed Evan Johnson as 
comptroller; he has recently been assistant 
comptroller of First National Bank & Trust 
Company of Minneapolis. 
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COLORADO 


Denver—James Ringold, president of 
United States National Bank, has been 
elected vice-chairman of the board of direc- 
tors. Albert A. Reed, vice-president and 
chairman of the trust committee, succeeds 
Mr. Ringold as president. Orville L. Dines, 
former vice-chairman of the board, becomes 
a vice-president. 

Denver—R. J. Vandervort has been elect- 
ed assistant trust officer of Denver National 
Bank, and R. C. Perkins has been made 
assistant cashier. 

Colorado Springs—Colorado Savings Bank 
announces election of Joseph G. Dern as 
president to succeed the late Frank P. 
Evans. Frank E. Evans, Jr., has been pro- 
moted from trust officer and assistant 
cashier to a vice-presidency. 

Colorado Springs—O. L. Godfrey has been 
elected a vice-president of First National 
Bank. He is succeeded as cashier by O. W. 
White. 

Colorado Springs— Exchange National 
Bank has promoted C. C. Morris, trust offi- 
cer and cashier, to a vice-presidency and has 
elected Walter Udick as assistant trust offi- 
cer. 

CONNECTICUT 


Bridgeport—First National Bank & Trust 
Company has elected Stanford Stoddard as 
trust officer to succeed Frank Staples, re- 
cently resigned. 

Waterbury — Colonial Trust Company — 
chose Winthrop W. Spencer, former Boston 
and New York banker, as a vice-president 
at recent annual meeting. 

Meriden—Burton L. Lawton has been 
elected president of Meriden National Bank. 
He was previously a vice-president. 

Fairfield—F airfield Trust Company re- 
cently elected E. Ellis Dillistin, treasurer, 
as vice-president to succeed the late DeVer 
H. Warner. 

Meriden—Ray E. King has been elected 
a vice president of Hartford Connecticut 
Trust Company of Hartford, in charge of 
the Meriden branch. W. W. Gibson was 
named chairman of the advisory board. 


FLORIDA 


Jacksonville—Atlantic National Bank an- 
nounces promotion of James A. Cranford 
and George W. Frazier to vice-presidencies. 
They were previously assistant vice-presi- 
dents. Charles Wynne, vice-president, has 
been made also assistant to the president. 

Jacksonville—C. P. Cobb, assistant trust 
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officer of Florida National Bank, has been 
made also assistant cashier, and R. Pearce 
Markham has been appointed an assistant 
trust officer. 

Miami—First National Bank announces 
the following promotions: Vice-president 
H. Blake Oliver to executive vice-president; 
W. W. Zinsmaster, former assistant vice- 
president, Harry Retalick, former cashier, 
and Robert M. Doyle to vice-presidencies. 
Edward Romfh, Jr., was elected cashier. 


GEORGIA 


Atlanta—L. H. Parris was elected vice- 
president and trust officer of Citizens & 
Southern National Bank at the recent an- 
nual meeting. He had been assistant trust 
officer and assistant cashier, with a record 
of twenty-five years in banking and trust 
work starting in Fitzgerald, Ga., later with 
the Atlantic National Bank of Jacksonville, 
Ga., and coming to the Atlanta Federal 
Reserve Bank in 1917. At the same meeting 
Franklin Nash was appointed assistant 
trust officer, after nine years in the trust 
department following graduation from 
Atlanta Law School. 

Savannah—Liberty National Bank & 
Trust Company has elected Charles S. San- 
ford, formerly vice-president and cashier, 
as president. He succeeds Marshall K. 
Hunter, who has been appointed a vice- 
president of the Trust Company of Georgia 
of Atlanta and of the Trust Company of 
Georgia Associates. Mr. Sanford joined the 
Liberty National in 1933 after being 
Savannah representative of Trust Company 
of Georgia’s bond department, and previ- 
ously with Atlanta & Lowry National Bank. 
Nephew K. Clark, assistant trust officer and 
assistant cashier, was promoted to vice- 
president and trust officer. 

Valdosta—Citizens & Southern National 
Bank here has promoted I. H. Tillman from 
cashier to vice-president and executive trust 
officer. Mills B. Lane was elected an assist- 
ant cashier. 

Macon—First National Bank & Trust 
Company announces election of J. W. Oliver 
to the newly-created office of assistant trust 
officer. 

Atlanta—Herman Jones, Jr., has been pro- 
moted to vice president of the First Na- 
tional Bank. He is succeeded as assistant 
vice president by H. G. Walker, formerly 
assistant cashier. 


ILLINOIS 


Evanston—State Bank & Trust Company, 
at the annual directors’ meeting, elected 
William A. Dyche as president, in addition 
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to his capacity of chairman of the board. 
Wirt Wright, who is a past-president of the 
Illinois Bankers Association, resigned as 
president. All other officers were re-elected. 

Chicago—Harrison B. Riley has retired 
as chairman of the executive committee of 
the Chicago Title & Trust Company. 

Chicago—The Northern Trust Company 
recently announced the following advance- 
ments: Frank M. Wallace, assistant secre- 
tary of the trust department, promoted to 
second vice-president, and Donald W. Laing 
was elected to the assistant-secretaryship. 
Gordon Arey, Nathaniel Symonds and John 
C. Smith were also appointed assistant 
secretaries. 

Chicago—Harris Trust & Savings Bank 
has appointed T. S. Kiley as trust counsel 
and W. L. Fellingham as assistant secre- 
tary in the trust department. 

Moline—Fred W. Allen has been made 
president of the reorganized Moline State 
Trust & Savings Bank and Harold Godehn, 
vice-president. Mr. Allen, formerly deputy 
receiver in charge of closed Moline banks, 
was previously with First National Bank 
and The Northern Trust Company of Chi- 
cago. 

Blue Island—Walter Bielfeldt is vice- 
president and cashier of the recently re- 
opened State Bank of Blue Island. 

East St. Louis—Harry Hartkopf, former- 
ly vice president, has been elected president 
of Union Trust Company, following advance- 
ment of Paul Schafly to chairman of the 
board. Elmer Weihl, trust officer, was elected 
vice president and trust officer. 

Decatur—Milliken Trust Company an- 
nounces election of Vice President J. P. 
Gorin as president to succeed his brother, 
O. B. Gorin, C. A. Imboden, assistant secre- 
tary, was elected a vice president of Milliken 
National Bank, and Charles Ruedi, assistant 
secretary of the trust company. 

Edwardsville—Edwardsville Nationa] 
Bank has promoted Arthur Boeker, trust 
officer and assistant cashier, to a vice presi- 
dency. 

Rock Island—Rock Island Bank & Trust 
Company has advanced Ray Osterman, cash- 
ier, to a vice presidency. 

INDIANA 

Indianapolis—Evans Woolen, Jr., has 
succeeded to the presidency of Fletcher 
Trust Company, the position formerly held 
by his father, who becomes chairman of the 
board. Hugh McK. Landon, chairman of the 
executive committee and vice-president, was 
advanced to vice-chairman of the board, and 
William B. Schiltges, formerly vice-presi- 
dent, is now first vice-president. 
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Fort Wayne—Fort Wayne National Bank 
has elected Thomas A. McKiernan, head of 
the investment department, as assistant 
vice-president. 

Indianapolis—Fidelity Trust Company, 
following change in ownership interests, 
has elected Frank E. McKinney as presi- 
dent to succeed Timothy P. Sexton, who 
becomes vice-president. Mr. McKinney had 
been assistant cashier of the Peoples State 
Bank here. John Ohleyer was named vice- 
president and treasurer. 

South Bend—John H. Cox, formerly of 
Indianapolis, was recently elected head of 
the trust department of the First Bank & 
Trust Company. 


KANSAS 


Hutchinson—First National Bank an- 
nounces election of Fred C. French, cashier, 
as president, succeeding the late E. L. 
Meyer. E. W. Meyer was. promoted to 
cashier, and J. S. Lovelace and Guy Astle 
to assistant cashiers. 


KENTUCKY 


Louisville—Louisville Trust Company an- 
nounces that Earl R. Muir, vice-president, 
has been elected first vice-president. Mr. 
Muir, prior to 1931, had been an organizer 
and department head of the Federal Re- 
serve Bank branch here. 

Louisville—Wilbur T. Chapin was ad- 
vanced from vice-president of Lincoln Bank 
& Trust Company to executive vice-presi- 
dent at recent annual election. 

Bowling Green—Roy G. Cooksey has been 
elected vice-president of Bowling Green 
Trust Company, following resignation of 
Sterret Cuthbertson. Mr. Cooksey is suc- 
ceeded in his former post of cashier at 
American National Bank by E. M. Sledge. 

Louisville—Liberty National Bank & 
Trust Company has elected Ralph Strother, 
head of the new business department, as an 
assistant vice-president, and P. B. Robin- 
son as assistant cashier. 

Louisville—Fidelity & Columbia Trust 
Company has appointed J. E. Durham as an 
assistant treasurer. 


LOUISIANA 


Lake Charles—First National Bank an- 
nounces election of N. E. North as executive 
vice-president. He is succeeded as cashier 
by N. S. North, former assistant cashier. 


MASSACHUSETTS 


Worcester—George Avery White has been 
elected president of Worcester County Trust 
Company to succeed A. Otis Davis, now 
chairman of the board. Mr. White served as 
conservator of Worcester Bank & Trust 
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Company which was absorbed by Worcester 
County Trust Company last November, and 
he will terminate his connection with the 
law firm of Gage, Hamilton, June & White 
to give entire time to his new duties. 

Attleboro—Harvey E. Clap has _ been 
named assistant to the president of First 
National Bank. Fred Wetherell was ad- 
vanced to cashier. 

Quincy—Theophilus King, who retired a 
month ago from presidency of Granite Trust 
Company, died recently in his ninetieth 
year. He was widely known as an enter- 
prising and public-spirited banker-philan- 
thropist. 

MICHIGAN 


Detroit—National Bank of Detroit an- 
nounces election of Ben E. Young, assistant 
to the president, as vice-president. Scott 
Carpenter and Walter Truettner, assistant 
vice-presidents, were promoted to _ vice- 
presidency; Leo Heaphy, Edward Mahler 
and Ray Murray were made assistant vice- 
presidents, and Harold Asplin, Henry Bod- 
man, William Hoey, W. Ross Laing and 
Harry Schaefer were made assistant cash- 
iers. 

Flint—National Bank of Flint anneunces 
appointment of Wilfred C. Dickie, trust 
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officer, and H. B. Ward, cashier, as vice- 
presidents. 

Muskegon—Hackley Union National Bank 
has elected Albert Bush, formerly assistant 
cashier, and Richard Mange as vice presi- 
dents. 

MINNESOTA 


St. Paul—Louis W. Hill retired this 
month from chairmanship of the board of 
First National Bank. Frederic Bigelow, 
president of St. Paul Fire Marine Insurance 
Co., was elected as chairman. 

Minneapolis — Northwestern National 
Bank & Trust Company has announced 
election of Willard W. Holmes as an as- 
sistant trust officer. 

Minneapolis—A. A. McRae has retired as 
senior vice president of Northwestern Na- 
tional Bank, after 45 years in banking. 


MISSISSIPPI 


Jackson—Jackson State National Bank 
has elected W. A. Connley, vice-president 
and cashier, to the additional post of trust 
officer. 

Jackson—W. M. Mounger, trust officer of 
Deposit Guaranty Bank & Trust Company, 
has been elected a director, and J. H. Swan, 
cashier, has been made also a vice-president. 

Jackson—Capital National Bank has pro- 
moted E. E. Laird from assistant cashier to 
cashier. 


MISSOURI 


St. Louis—John P. Meyer has been ele- 
vated to the presidency of Northwestern 
Trust Company to succeed Charles Maull, 
who becomes chairman of the board. Mr. 
Meyer had been executive vice-president. 

Carthage—Central National Bank has 
elected G. E. Hough, formerly cashier and 
trust officer, as president, and Norman 
Jones has been promoted to cashier from 
assistant cashier and assistant trust officer. 
Mr. Hough succeeds W. W. Patterson, who 
is now chairman of the board. 

Kansas City—H. C. Rubert, Jr., has been 
appointed assistant trust officer of Union 
National Bank. 

Kansas City—Commerce Trust Company 
announces election of Howard P. Cameron 
as an assistant trust officer. 

St. Louis—Industrial Bank & Trust Com- 
pany announces the following elections: 
Walter Burtelow, formerly vice-president, 
as executive vice-president and treasurer; 
Peter Herzog, secretary, as vice-president 
and secretary; Patrick Walsh and Jack 


Butler as vice-presidents, and Frank Ober- 
meier as assistant vice-president. 
St. Louis—Elmer Kleinschmidt was re- 
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cently promoted from assistant secretary of 
Mississippi Valley Trust Company to assist- 
ant vice-president. 

St. Louis—H. Alfred Bridges has been 
promoted from assistant cashier to cashier 
of Boatmen’s National Bank, succeeding the 
late Leroy Bryan. 

Kansas City—City National Bank & 
Trust Company announces election of James 
McPherson, assistant cashier, as cashier, 
succeeding George Kopp, who continues as 
vice-president. 

NEBRASKA 

Lincoln—National Bank of Commerce has 
announced the promotion of Byron Dunn 
from vice-president to executive vice-presi- 
dent. Albert A. Held, formerly assistant 
vice-president, becomes a vice-president. 


NEW JERSEY 


Passaic—Passaic National Bank & Trust 
Company announces election of Carl R. 
Griffen, cashier, as vice-president and 
cashier; Ralph Crumb, assistant cashier, 
has also been made vice-president, and 
Arthur S. Corbin was elected counsel to 
succeed the late William Gaston. 

Trenton—Ernest S. Everingham has been 
elected investment officer of the trust de- 
partment of Trenton Banking Company. 

Ridgefield Park—Fred R. Lowe has been 
chosen president of Ridgefield Park Trust 
Company to succeed Dr. Charles Knox, re- 
signed. Mr. Lowe was chairman of the 
Executive Committee. 

Westfield—Peoples Bank & Trust Com- 
pany announces the elevation of Henry L. 
Rost, vice-president and trust officer, to the 
presidency. He succeeds Chester B. Kellogg 
who becomes chairman of the board. 

Passaic— 
Stephen J. Kel- 
ley has been 
made president 
of Passaic 
Park Trust 
Company, L. 
M. Arbaugh 
becoming vice- 
president. Mr. 
Kelley is suc- 
ceeded as exec- 
utive vice- 
president by 
Thomas Pres- 
cott, formerly 
secretary- 
treasurer and 
trust officer. 





WALTER P. GARDNER 
Recently elected President, New 
Jersey Title Guarantee & Trust 

Co., Jersey City 
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J. C. Howe was elected vice-president and 
secretary. 

Roselle Park—Roselle Park Trust Com- 
pany has appointed Everett Heim, formerly 
trust officer and assistant treasurer, as sec- 
retary to succeed the late Charles Allen. 
Robert Dixon was promoted to assistant 
treasurer. 

Red Bank—Leon Reusille and William 
Armstrong have been elected vice-presi- 
dents of Second National Bank. 

Plainfield—First National Bank an- 
nounces election of F. Rogers Parkin as 
vice-president. 

Camden—Third National Bank & Trust 
Company has appointed Joseph Horneff and 
Paul Reihmann as vice-presidents. 

Belleville—B. Thomas Aitkin has been 
elected vice-president of Peoples National 
Bank. 

Newton—Claude D. Mazuy is president 
of the recently opened Newton Trust Com- 
pany, and James Roof and John M. Baker 
as vice-presidents. 

Princeton — First National Bank an- 
nounces election of William R. Matthews, 
local building contractor, as president to 
succeed Mayor Joseph Hoff. 


NEW YORK 

New York City—Lawyers County Trust 
Company announces election of Timothy D. 
Parkman as vice president of the trust de- 
partment. Mr. Parkman, a graduate of 
Fordham Law School in 1925, resigns from 
partnership in the law firm of Redding, 
Greeley & O’Shea to accept his new post. 

Brooklyn—Lafayette National Bank has 
elected Joseph Stair as a vice president. 

Norwich—National Bank & Trust Com- 
pany announces election of Morris F. Ford 
as assistant trust officer. Judge Hubert 
Brown was appointed attorney for the bank. 

Norwich — Chenango County National 
Bank & Trust Company has appointed Mrs. 
M. H. Stager, assistant trust officer, as sec- 
retary. 

Jamestown—Burlingame A. Reed has 
been appointed secretary of Union Trust 
Company, succeeding S. D. Butterfield. 

New York City—Chase National Bank 
recently announced election of H. P. Nash 
and R. S. Racey as assistant trust officers. 

Glens Falls—William T. Cowles has been 
advanced from cashier to second vice-presi- 
dent of Glens Falls National Bank. 

Trumansburg—A. K. Spaulding, formerly 
trust officer of Ithaca Trust Company, has 
been elected president of First National 
Bank here to succeed C. J. DeLong. 

Catskill—Charles Van Loan, trust officer 
and assistant cashier of Catskill National 


217 


Bank & Trust Company, has been made 
cashier. 

New York City—J. Henry Schroder Trust 
Company, at the recent directors meeting, 
elected George F. Beal, formerly vice presi- 
dent, as president of the trust company to 
succeed the late Prentiss N. Gray. Mr. Beal 
was also elected president of the banking 
corporation. 

New York City—Leon Fraser, president of 
the Bank for International Settlements at 
Basle, Switzerland, is retiring from that 
post to become vice president of the First 
National Bank, according to announcement 
by Jackson Reynolds, president. Mr. Fraser 
has been prominently identified with Euro- 
pean finance, having served as counsel to 
the Dawes Commission for German repara- 
tions and to S. Parker Gilbert, American 
agent for German reparations. 


NORTH CAROLINA 

Smithfield—R. P. Holding was elected 
president of First-Citizens Bank & Trust 
Company at the recent annual meeting, T. 
R. Hood being advanced to chairman of the 
board, after nineteen years as president. 
Mr. Holding had been active vice-president. 
W. W. Vass was elected vice-president in 
charge of the new Raleigh branch, and 
James Tharrington was elected cashier and 
F. H. Broadhurst, comptroller, at head 
office. 

Greensboro—Security National Bank has 
promoted W. J. Ausbon from assistant vice- 
president to vice-president in charge of 
Tarboro office, and elected Trust Officer 
C. M. Van Story, Jr., to additional post of 
secretary of the board. 

Winston-Salem—Charles E. Norfleet and 
Lawrence E. Watt were recently elected 
assistant trust officers of Washovia Bank 
& Trust Company. 

Durham—Fidelity Bank of Durham an- 
nounces election of Kemp P. Lewis as a 
vice-president. 

Charlotte—Fred O. Beatty has been pro- 
moted to the position of assistant trust 
officer at Charlotte National Bank. 

Charlotte—American Trust Company has 
announced appointment of J. P. Robinson, 
W. M. Porter and J. E. Henley as assistant 
secretary-treasurers. 


NORTH DAKOTA 


Fargo—Frank R. Scott has been elected 
president and F. L. Dwight, trust officer, of 
Merchants National Bank & Trust Com- 
pany. Mr. Scott, formerly vice-president 
and trust officer, succeeds H. W. Gearey, 
who becomes chairman of the board. S. L. 
Allen was elected a vice-president. 
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OHIO 

Columbus—Avery G. Clinger has been 
elected president of Ohio National Bank, 
succeeding Edward Buchanan, resigned. Mr. 
Clinger had previously been vice-president 
of the BancOhio Corporation. George Doer- 
sam was elected a vice-president of the 
bank, and W. J. Graf, assistant cashier. 

Columbus—W. P. Reiter, vice-president, 
was recently elected executive vice-presi- 
dent of City National Bank & Trust Com- 
pany. 

Cleveland—Cleveland Trust Company, at 
the annual meeting, promoted the following 
officials: E. W. Burdick, W. S. Goff, J. H. 
L. Janson, George Pryor and H. R. Temple- 
ton, assistant vice-presidents, were made 
vice-presidents; R. M. Bourne and Frank 
Gibson, assistant treasurers, and James 


Luke were made assistant vice-presidents; 
Fred L. Emeny was elected assistant trust 
officer, and W. 


E. Atkinson was named 
assistant 
treasurer. 

Toledo—To- 
ledo Trust 
Company an- 
nounces__ elec- 
tion of R. J. 
Comstock, as- 
sistant treas- 
urer, and R. 
W. Kraft, 
credit depart- 
ment manager, 
as. vice-presi- 
dents. 

Day ton— 
Winters Na- 
tional Bank & 
Trust Com- 
pany has pro- 
moted Henry 
C. Ochs, as- 
sistant to the 
president, to a vice-presidency. 

Dayton—Merchants National Bank & 
Trust Company announces election of Carl 
A. Plocher as vice-president. 

Cincinnati—J. D. Leary, a director of 
Cincinnati Bank & Trust Company, has been 
elected vice-president, succeeding E. V. 
Overman. 

Alliance—Willis Sebrell, trust officer and 
assistant cashier, of Alliance First National 
Bank, has been promoted to cashier. 


Columbus—Samuel H. Squire has relin- 
quished presidency of Lorain County Sav- 
ings & Trust Company, Elyria, to become 
Superintendent of Banks for Ohio. 

Tiffin—tTiffin National Bank recently an- 


LEWIS B. WILLIAMS 
Recently elected Chairman of the 
Board and Chairman of the 
Trust Committee, National City 

Bank of Cleveland 
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nounced election of John H. Pole as execu- 
tive vice president. 


OKLAHOMA 

Tulsa—R. C. Millen has been elected 
assistant trust officer of First National 
Bank & Trust Company. Before joining the 
First National he was with the trust de- 
partment of Commerce Trust Company, 
Kansas City. 

Guthrie—First National Bank recently 
promoted F. A. Holman, assistant trust 
officer and assistant cashier, to vice-presi- 
dent, Victor Holman of Frederick becom- 
ing assistant cashier. 

Tulsa—National Bank of Tulsa an- 
nounces appointment of Fred Brombacher 
as assistant to vice-president. 


OREGON 
Portland—Bank of California, N. A., has 
elected John L. Day, Jr., head of the trust 
department at Portland since 1929, as 
assistant trust officer. 


PENNSYLVANIA 

Pittsburgh—Fidelity Trust Company re- 
cently elected Frank F. Doak, formerly 
assistant secretary, as a vice-president, and 
appointed W. L. Dunkle as an assistant 
trust officer. 

Philadelphia—At the annual meeting of 
Integrity Trust Company, William J. Boyle 
was elected assistant treasurer and Ernest 
Turner and Ralph Wieder, assistant secre- 
taries. The following resignations were re- 
ceived: Walter Hardt and Augustus Wood, 
chairman and vice-chairman, respectively, 
of executive committee; Harrison Diesel, 
vice-chairman, board of directors; Joseph 
Montgomery, vice-president. 

Butler—Elias Ritts has been elected pres- 
ident of Butler ‘County National Bank & 
Trust Company, succeeding his father, J. V. 
Ritts, who is now chairman of the board. 
Elias Ritts had been vice-president. 

Bryn Mawr—Bryn Mawr Trust Com- 
pany has chosen Jesse H. Hall as president 
to succeed the late Philip Hart. William R. 
Mooney, former manager of Cassatt & Co., 
succeeds Mr. Hall as vice-president. 

Kittanning—Oliver W. Gilpin has suc- 
ceeded the late Harry Gault as president 
of Armstrong County Trust Company. Mr. 
Gilpin, a member of Armstrong County Bar 
Association, is succeeded as vice-president 
by J. R. Einstein. 

Pottstown—National Bank of Pottstown 
announced election of Leonard Leaf, for- 
merly cashier, as president, following resig- 
nation of Percy Williamson. Mr. Leaf is 
president of Montgomery County Bankers 
Association. Russell Shelly was elected 
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cashier; Fred Herbsleb, trust officer, was 
also elected assistant cashier. 

Chester—Chester Cambridge Bank & 
Trust Company announces election of John 
L. Wetherill as a vice-president. 

Plymouth—Joseph H. Schwartz, former 
member of the legislature and a vice-presi- 
dent of First National Bank, has been elect- 
ed president, succeeding the late Franklin 
Spry. E. Frank Martz was made vice-presi- 
dent. 

Washington—Citizens National Bank an- 
nounces election of Albert J. Allison, direc- 
tor and formerly vice-president, as presi- 
dent. He succeeds the late Alvan Donnan. 

Chambersburg—W. Ralph Appenzellar, 
vice-president and trust officer of Cham- 
bersburg Trust Company, has been chosen 
president, and Robert Strite, secretary- 
treasurer. 

Lancaster—John C. Truxal has_ been 
elected vice-president and trust officer, and 
Herbert Kauffman, vice-president, of Lan- 
caster County National Bank. Mr. Truxal 
was formerly second vice-president and 
assistant trust officer. 

Greenville—N. P. Mortensen, formerly 
trust officer at Beaver County Trust Com- 
pany, New Brighton, has been elected cash- 
ier of First National Bank at Greenville. 

Forty Fort—John R. Goode has been 
made trust officer of Wyoming Valley Na- 
tional Bank. 

Boyertown—Harvey Grofe has been elect- 
ed president of the National Bank & Trust 
Company and is succeeded as vice-president 
by Daniel Boyer. 

Mt. Carmel—First National Bank has 
advanced Vice-President John Laughlin to 
presidency of the bank. 

Honesdale—Honesdale National Bank has 
elected Charles Dein president to succeed 
Andrew Thompson. 

Shenandoah — Frank Mellet has _ been 
elected president and Herbert Ratzburg, 
vice-president of the new Union National 
Bank. 

Reading—Berks County Trust Company 
announces election of two additional assist- 
ant trust officers: John F. Cooney and Har- 
old E. Bright. 

RHODE ISLAND 

Providence—Charles B. McGowan, former- 
ly of Bankers Trust Company of New York 
City, has been elected vice president and as- 
sistant trust officer of Blackstone Canal Na- 
tional Bank. 

TENNESSEE 

Nashville—Nashville Trust Company has 
elected Walker Gill, trust officer, to the vice- 
presidency and appointed Arthur D. Reed 
as assistant trust officer. 
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Nashville—Commerce Union Bank an- 
nounces election of Harry Williamson and 
Will P. Smith, until recently vice-presidents 
of American National Bank of Nashville, 
as executive vice-president and vice-presi- 
dent, respectively. 

Chattanooga—Hamilton National Bank 
has elected E. C. Dodd as assistant cashier 
and manager of East Chattanooga branch, 
succeeding J. W. Massey, elected vice-presi- 
dent at Hamilton National Bank of Morris- 
town. 

Knoxville—F. Curtis Allen, assistant 
trust officer of Hamilton National Bank of 
Knoxville, has been appointed also assistant 
cashier. 

Nashville—Parks Armistead has been ad- 
vanced from vice-president to executive 
vice-president of American National Bank; 
J. W. Miller and J. C. Wilkerson, assistant 
vice-presidents, were made vice-presidents, 
and P. D. Houston, Jr., A. W. Willey and 
L. G. Sadler were made assistant vice-presi- ~ 
dents. 

TEXAS 

Houston—A. D. Simpson, vice-president. 

has been elected president of National Bank 
of Commerce, 
succeeding ‘ 
Jesse H. Jones, 
who continues 
as chairman of 
the board. Rob- 
ert Doherty, 
vice- president 
and trust 
officer, was 
elected execu- 
tive vice-presi- 
dent and con- 
tinues in 
charge of the 
trust depart- 
ment. 


ROBERT DOHERTY 


Houston — Second National Bank an- 
nounces promotion of H. M. Seydler from 
assistant cashier to vice-president. 


VERMONT 

Bennington— Arthur J. Colgan, vice- 
president of First National Bank, has been 
elected trust officer also, and Eugene Shea, 
Jr., assistant cashier, has been appointed 
assistant trust officer. 

Manchester Center— William Roberts, 
vice-president and cashier of Factory Point 
National Bank, has been elevated to the 
presidency, succeeding the late E. L. 
Wyman. 
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PERSONAL SERVICE 


on Los Angeles Trusts 


UR Trust Department 

offers in Los Angeles 
the same spirit and policy 
of personal service which 
cheracterizes everv func- 
tion of this bank. 


“@{ WE HAVE NO BRANCHES }@ 


Union Bank eTrust ©. 


SAVINGS COMMERCIAL TRUST 


Eighth & Hill Streets - Los Angeles 
Capital and Surplus $3,750,000 


“The Bank of Personal Service" 





VIRGINIA 


Norfolk—Hugh G. Brown has been elected 
manager of the trust department of Sea- 
board Citizens National Bank, succeeding 
E. G. Dodson. 

Richmond—Central National Bank an- 
nounces election of Robert C. Baker, for- 
merly assistant vice-president of Manufac- 
turers Trust Company, New York City, as 
a vice-president. 

Clifton Forge—First National Bank has 
elected D. E. Smith as vice-president. 


WASHINGTON 


Spokane—W. J. Kommers, for 26 years 
engaged in trust work with Union Trust 
Company, of which he was president at the 
time of its merger, and latterly vice-presi- 
dent and trust officer of Old National Bank 
& Union Trust Company here, has organ- 
ized W. J. Kommers & Co. to act as special 
counsel and confidential agent in matters 
of estate and trust management. In the new 
work Mr. Kommers will be concerned with 
conservation and management of estate and 
property interests. 

Yakima—Walter Funk, assistant cashier 
of First National Bank of Wapato, has 
joined the staff of Guaranty Trust Com- 

pany of Yakima. 


WEST VIRGINIA 
Martinsburg—Lacy I. Rice, attorney and 
a director of the Old National Bank, has 
been chosen president of the bank to suc- 
ceed the late H. H. Emmert. 
Wheeling—National Bank of West Vir- 
ginia has elected I. M. Scott as chairman of 
the board, succeeding the late C. R. Hub- 
bard. 


WISCONSIN 


Milwaukee—Albert S. Puelicher has been 
elected president of Marshall & Ilsley Bank 
to succeed his father, the late John H. Pue- 
licher. Charles F. Ilsley, grandson of one 
of the bank’s founders, has also been ad- 
vanced from a vice-presidency and becomes 
chairman of the board. An executive com- 
mittee of five has been appointed by the 
directors, including Messrs. Puelicher and 
Ilsley. Mr. Puelicher began his banking 
career in 1913 and served as president of 
the American Institute of Banking in 1933- 
1934. 

Milwaukee — First Wisconsin National 
Bank has announced election of Vice-Presi- 
dent William Taylor as executive vice- 
president. Edwin Buchanan, who resigned 
recently as president of Ohio National 
Bank at Columbus, and C. O. Thomas, for- 
merly receiver of Bank of Pittsburgh, N.A., 
Pa., have been elected vice-presidents. 

Sheboygan — Bank of Sheboygan has 
elected Arnold Steimle, trust officer and 
cashier, as president to succeed Joseph 
Pfeifier, and O. L. Hall as executive vice- 
president. Walter Brand has been made a 
vice-president. 

Kenosha—William Thurn, formerly vice- 
president of Brown National Bank, was 
elected president of Northwestern Loan & 
Trust Company upon appointment of Wil- 
liam Crosby as chairman of the board. John 
Gehring, vice-president and treasurer, has 
resigned. 


WYOMING 


Sheridan — Sheridan Trust & Savings 
Bank has been taken over by the Bank of 
Commerce, Sheridan, and A. J. Ham, 
cashier of the merged bank, has been elect- 
ed assistant cashier of the Bank of Com- 
merce. 


CANADA 


Montreal—Announcement is made by 
Montreal Trust Company of the election of 
the Hon. Gordon W. Scott to the board of 
directors of the company. The Hon. Mr. Scott 
is a partner of P. S. Ross & Sons, president 
of Canadian Industrial Alcohol and a mem- 
ber of the Legislative Council of Quebec. 
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Trust Institution Briefs 


Phoenix, Ariz—The Valley Bank & Trust 
Company has become the Valley National 
Bank & Trust Company, having adopted a 
national charter and increased capital stock 
by $50,000. The board of directors recently 
approved acquisition of certain assets and 
liabilities of Consolidated National Bank at 
Tucson. 

Wilmington, Del.— Wilmington Trust 
Company reports: “During the (last) five- 
year period, the amount of our personal 
trust funds (measured by the market value 
at the time the trusts were established, 
which is less than present market value) has 
increased from $106,000,000 to $201,000,000, 
the number of trust accounts from 890 to 
2,220. In addition we hold in trust Life 
Insurance policies of over $20,000,000 in 
face value. We have substantially increased 
our Trust Department personnel and accom- 
modations not only to take care of this 
added business but likewise to keep abreast 
of the perplexing tax and legal situations 
that have been arising because of the rapidly 
changing laws affecting trusts and estates 
and also to cope with the more difficult 
investment problems incident to unsettled 
conditions and the consequent uncertainties 
of the security markets.” 


Fort Wayne, Ind.—The Lincoln National 
Bank and Trust Company has adopted a re- 
tirement program which will be adminis- 
tered by the Metropolitan Life Insurance 
Company, under a group annuities contract. 
At the normal retirement age, which is 65 
for men and 60 for women, the retirement 
income will be approximately one and one- 
half per cent of total salary received from 
the date of participation in the plan. The 
income will represent the proceeds of an- 
nuities set up by the insurance company 
from contributions made by both employer 
and employees. If, with consent of the com- 
pany, retirement occurs at an earlier date, 
the retirement income will be reduced ac- 
cordingly. 

LaFayette, Ind.—Limited trust powers 
have been granted to LaFayette National 
Bank. 

Greenfield, Mass.—First National Bank & 
Trust Company, following increase in capi- 
tal to $500,000, has approved plans for 
merger of Crocker National Bank of Turn- 
ers Falls which will be operated as a branch 
with W. J. Morgan of the Crocker National 
as vice-president. 

Hackensack, N. J.—Full trust powers have 
been granted to Bergen County National 
Bank of Hackensack. 
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Pelham, N. Y.—First National Bank of 
Mt. Vernon has been authorized to open a 
branch in Pelham. 


Trenton, N. C.—Branch Banking & Trust 
Company of Wilson has opened a branch 
office here with E. S. Jarman as manager. 


Cleveland, O.—Cleveland Trust Company 
announces restoration of salaries of 1,400 
employees to pre-depression levels, and ad- 
justment of salaries of other than senior 
executive officers. 


Philadelphia—Fidelity-Philadelphia Trust 
Company says in the annual statement: 
“During the year, the Trust Department 
received 603 new appointments; 416 trusts 
were closed, making the number of trust 
accounts in the hands of the Company 
8,558. The total individual trusts in charge 
of the Company at the end of the year are 
carried at $1,009,574,515.07. The Company 
is trustee for $837,170,020.19 of corporate 
trusts. The total collateral held in this. 
capacity amounts to $78,268,882.76.” 


Reading, Pa.—Berks County Trust Com- 
pany has been appointed by the Orphans’ 
Court of Berks County as intervening trus- 
tee for the $22,000,000 of trust estates and 
agency accounts of the Pennsylvania Trust 
Company which is now in liquidation. 


Jackson, Tenn.—Full trust powers have 
been granted to Second National Bank. 


Lascassas, Tenn.— lLascassas Bank & 
Trust Company has become a branch of 
Murfreesboro Bank & Trust Company, in 
charge of Hollis Donnell. 


Seattle, Wash.—First National Bank of 
Seattle, reports regarding its trust depart- 
ment: “This division of the bank’s service 
is expanding, as evidenced by total assets 
under administration at the end of the year 
amounting to $32,257,248, as compared with 
a total of $30,649,133 at the beginning of 
the year. These figures do not take into con- 
sideration various real and personal prop- 
erties which are mortgaged to the bank as 
trustee for holders of bonds, exceeding 
$25,000,000 in par value. The gross earn- 
ings of the Trust Department for 1934 
were $83,160.89, as compared with $74,736 
for the year 1933. We feel that a great 
many of the bank’s friends are not fully 
aware of the many ways in which the bank 
can extend services to them through its 
Trust Department, both during their life- 
time and to their heirs and legatees. A 
definite and planned effort will be made 
during 1935 to bring the service of the 
Trust Department before many of our 
stockholders and friends in a personal way.” 
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JOSEPH B. KIRBY 


The sudden death of Joseph B. Kirby, 
President of the Safe Deposit and Trust 
Company of Baltimore, was a shock to the 
banking  fra- 
ternity. 

He had been 
connected with 
the Safe De- 
posit and 
Trust Com- 
pany of Balti- 
more in vari- 
ous capacities 
for forty 
years, having 
risen to the 
position of 
president in 
1932. Besides 
his connection 
with that com- 
pany he was 
associated with many others. 

Mr. Kirby was a director of the ‘Cumber- 
land Coal Company and Calvert Building 
and Construction Company, and Assistant 
Treasurer of the Atlantic Coast Line Rail- 
road Company. He was also Secretary of the 
Finance Committee of the Catholic Univer- 
sity of America, a member of the Board of 
Trustees of St. Mary’s Industrial School and 
of the Jenkins Memorial Hospital. 

Mr. Kirby was respected not merely for 
his high ability but also for his amiable dis- 
position and a faculty of inducing accord 
and willing cooperation among his asso- 
ciates. 


JOSEPH B. KIRBY 


John Huegin Puelicher 


John H. Puelicher, past president of the 
American Bankers Association and presi- 
dent of Marshall & Ilsley Bank of Milwau- 
kee, Wis., died last month at the age of 65. 
Starting his banking career at sixteen after 
public school education, he became a lead- 
ing national authority on bank public rela- 
tions and was noted for constructive, pioneer 
work in educational fields. 


The following statement was issued by 
R. S. Hecht, President of the American 
Bankers Association: 

“The untimely death of John H. Puelicher 
removes from the American business scene 
an outstanding citizen, a capable executive, 
a successful and constructive banker, and a 
true and loyal friend. His service to his city, 
his state and his country has been invalu- 
able. His administration as President of the 


American Bankers Association was charac- 
terized by forward-looking policies designed 
for the benefit of the general public. His 
sincere leadership in the cause of banking 
and economic education has left an indelible 
impress for good which time will not efface. 
In his passing our country in general and 
the banking world in particular suffers an 
irreparable loss.” 


Federal Reserve Bank Elections 


Atlanta—Oscar Newton has been elected 
governor, and H. Warner Martin, deputy 
governor, of Federal Reserve Bank of At- 
lanta. Mr. Newton had been chairman and 
reserve agent and was a director since or- 
ganization of the bank, having formerly 
been president of Jackson State National 
Bank at Jackson, Miss. Mr. Martin was 
president of Trust Company of Georgia 
when he went to Washington with the late 
Eugene Black, as assistant to the Governor. 

Cleveland—M. J. Flemming, deputy gov- 
ernor, Federal Reserve Bank of Cleveland, 
has been elected governor to succeed the late 
E. R. Fancher. 


Banking Committee Appointments 


Oklahoma—Governor Marland has ap- 
pointed W. G. Capps, president of Planters 
State Bank, Mountain Park; J. B. Milan, 
president of Bank of Chelsea; and E. E. 
Glasco of Purcell as members of the state 
banking board. 

Pennsylvania—John F. Stone, president of 
Coudersport Trust Company and Democratic 
representative, has been elected chairman of 
the Committee of Banks and Banking of the 
Pennsylvania House. 

South Carolina—N. A. Coward of An- 
derson has been appointed chairman and 
M. E. Abrams, vice-chairman of the House 
Committee on Banking and Insurance. 


Trust Growth in Massachusetts 


Aggregate assets of the fifty-two trust 
departments of Massachusetts trust com- 
panies amounted to $995,322,113. as of Dec. 
31, 1934, according to the recent report of 
the Commissioner of Banks of the Common- 
wealth. This is an increase in trust, estate 
and agency funds of $39,131,736. during the 
year. Principal assets were listed as: Stocks 
—$446,481,430; Government, state and 
municipal bonds—$127,212,346; other bonds 
—$286,436,652; loans on real estate, $52,- 
554,392; and real estate owned, $44,362,283. 





Developing Trust New Business 


Open Letter to All Trust Men 
Interested in Developing 
New Trust Business 

Gentlemen: 

We are anxious to obtain and publish 
the kind of material which you regard as 
the most effective for distribution among 
your customers and prospects. 

As announced on page 186, a revision 
of our reprint service will permit us (1) 
to supply popular material at reasonable 
prices on orders as low as $3.00, and (2) 
to pay royalties to the men who provide 
such material. 

We wish to remind you that a reprint 
from a reputable magazine is frequently 
more effective than an expensive brochure 
for two reasons— 


1—Since the reprint is not pretentious, 
the recipient is not distracted from 
the subject by wondering how the 
bank can afford such costly “litera- 
ture,” and 


2—The statements made carry added 
weight by reason of their having ap- 
peared in an independent publication. 


A method of distribution used with 
marked success when a relatively small 
number of prospects are to be consid- 
ered, is this— 


The name of the Trust Officer is writ- 
ten in pen on each reprint, as it would 
be if it were his individual copy. No 
more than one copy is ever exposed. 
The presentation is always incidental, 
in situations such as those suggested 
by the remark, “I have a reprint of 
an article on that subject. Take it 
along. I think you will find it in- 
teresting,” or “By the way. I was very 
much interested in an article that 
appeared in TRUST Companies Maga- 
zine on the question of * * *. If you 
can find time to read it, I’d appreciate 
getting your opinion.” 

In distributing by mail, the personal 
element is introduced by a brief covering 
letter. 

It is of obvious advantage, when such 
methods are to be employed, to accumu- 
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late reprints on a variety of subjects. We 
ask you to consider each article and sec- 
tion of the Magazine with that thought 
in mind. 

In some instances, you may want only 
ten or twenty copies. We can fill such 
orders if you will cooperate by getting 
them to us by the 15th of the month. The 
type will not be held after that date. 

And we invite you particularly to sub- 
mit the kind of material which you be- 
lieve trust men can use in reprint form, 
or to suggest subjects which you feel 
would be especially helpful in your work, 
or to give us the names of writers whom 
you regard as unusually competent. 

TRUST Companies Magazine. 


Timely Booklet Distributed By 
Manufacturers Trust Co. 


The Manufacturers Trust Company, 
New York, N. Y., on February 8, 1935, 
mailed the following letter over the sig- 
natures of various trust officials: 


We take pleasure in enclosing a copy 
of our pamphlet, “The Gold Clause 
Cases—Points of Counsel.” 

In view of the great importance of 
the Gold Clause Cases now pending 
before the United States Supreme 
Court, and the widespread public in- 
terest in this subject, we thought that 
a pamphlet of this kind would prove 
both timely and practical. 

Just as soon as the United States 
Supreme Court has rendered its deci- 
sion, we plan to bring out a second 
booklet which will contain—in addition 
to these Points of Counsel—the full 
text of the opinion of the Court, to- 
gether with a brief analysis. 

We sincerely trust that you will find 
this data interesting and useful. 


The copyrighted pamphlet consists of 
32 pages, 9 in. x 6 in., self cover, and is 
devoted exclusively to points made by 
counsel in the gold clause cases before 
the United States Supreme Court togeth- 
er with their supporting citations and 
references. 

These pamphlets and letters were 
mailed under first class postage rates. 





TRitdss I’ 
“More Than 200 Lawyers” 


HE advertisement reproduced in miniature herewith eT 

was signed by six banking institutions of Georgia, | 

Trust Company of Georgia, Atlanta; National Ex- MORE THA i 
change Bank, Augusta; Fourth National Bank, Columbus; WYERS 
The First National Bank and Trust Company, Macon; teem wae mse a 
First National Bank, Rome; and The Liberty National cent =u mgen Were 
Bank and Trust Company, Savannah. The body of the _ 
advertisement reads as follows: 


“Few people realize the valuable assistance that is rendered by the 
many lawyers who perform the legal work constantly needed in estates 
under our supervision. We know and highly appreciate their help and 
guidance. 

“A review of our records reveals that within recent years, more 
than 200 lawyers have represented the estates under our care. At this 
time more than 165 Georgia lawyers, living in more than 15 Georgia 
cities, are giving us invaluable advice upon the legal problems that 
arise almost daily. Many more will represent the estates that come to 
us in the future. 

“To our certain knowledge a true spirit of co-operation exists be- 
tween Trust Companies and members of the Bar. The highest evidence 
of this is the large number of fiduciary appointments that come to us 
from the lawyers of Georgia. 

“We feel that through our advertising and personal recommendations to hundreds of people, they have been 
induced to consult their attorneys, who have prepared their wills. We welcome the advice of the lawyer and 



































recognize his important part in the formation of an estate plan as well as in its later administration.” 





Direct Advertising Message 
to Business Partners 


A current illustrated newspaper ad- 
vertisement of The Equitable Trust 
Company, Baltimore, Md., is entitled 
“These Partners Had the Courage to 
Face the Question.” The message reads 
as follows: 


“Tt’s one of those questions that business 
partners or members of a close corporation 
hate to face. Yet it’s highly important—the 
question of what would happen to the busi- 
ness if one of the owners should die. 


“These two partners faced it frankly. 
Asked themselves whether the survivor 
would be able to buy out the interest of the 
deceased—what effect the death of one of 
them would have upon the credit of the 
business—how the interests of the survivor, 
and of the deceased’s heirs, could best be 
protected. 

“Our Trust Officer will gladly explain 
how they eliminated all uncertainties about 
these questions through a simple Business 
Trust. Stop in to see him. Or write for fur- 
ther information.” 


It is the practice of the Equitable 
Trust Company to issue a “Monthly 
News Letter” which deals with matter of 
current interest to estate owners. These 
are multigraphed on 11 x 8% inch (let- 


ter size) sheets. The titles of three of 
these follow: 


Indefinite Charitable Bequests Held Tax- 
able Under Federal Estate Tax. 

Property Held Jointly Does Not Escape 
Federal Estate Tax. 

New Federal Estate Regulations Make Im- 
portant Changes in the Taxation of Life 
Insurance. 


Unusual Illustration Serves to 
Emphasize Bank Name 


A recent newspaper advertisement of 
the Hudson County National Bank, Jer- 
sey City, N. J., carried this heading— 


“Do You Know What This 
Means?” 

The symbol was a reproduction of an 
instrument, termed a divider, drawing 
lines on graph paper. Over the latter ap- 
peared the words “Estate Planning” and 
thereunder—“H: C: N.” Under the sym- 
bol was the following: 


‘Briefly, it represents a plan that may 
save money for you and your family. If 
you have an estate today of $100,000, 
consisting of cash, insurance, real and 
personal property, a Hudson County 
National Bank plan may save as much 
as 50 per cent of the usual costs of 
transferring this property to your fam- 
ily under your will. 

‘“Making Your Dollars Live” is the 


Symbol 





Complete facilities in a 


branches of Trust Service. For individuals 


we serve as Executor, Administrator, Guard- 


ian, Conservator, Trustee or Agent. For corporations we 


serve as Registrar and Transfer Agent of stocks, and Trustee 


of bond and note issues. These and other fiduciary duties 


are performed promptly, efficiently, and economically. 


City NATIONAL BANK 


AND TRUST COMPANY of Chicago 
208 South La Salle Street 


title of the new booklet we have pre- 
pared on this important subject. To get 
a copy mail the coupon below.’ 


The advertisement carried a request 
addressed to the trust department of the 
bank which read as follows: 


‘I am interested in “Making My Dol- 
lars Live.” Please send me, without 
obligation, your booklet on saving my 
family drastic transfer costs applicable 
under the new Federal Revenue Act.’ 


Trust Advertisement Based On 
Gold Clause Uncertainty 


The body of newspaper advertisements 
of the Bank of New York & Trust Com- 
pany, New York, N. Y., which appeared 
February 1, 1932, under the title the 
“Gold Clause,” read as follows: 


“Regardless of what the Supreme Court 
may decide as to the ‘Gold Clause’ legisla- 
tion now being tested, the situation is a 
dramatic illustration of the way in which 
unpredictable events change the status of 
investments. Who can be blamed for failing 


to foresee in 1917, when Liberty Bonds were 
first sold, the chain of circumstances which 
would lead to the action of our Govern- 
ment in 1934 in devaluing the dollar and 
nullifying the Gold Clause? 

“No investor should ever forget that 
every time he makes an investment he 
exposes his wealth to the risk of injury 
from future wars, inventions, laws, court 
decisions, social and economic changes— 
none of which he can possibly foresee. 

“These and other investment hazards are 
our reason for maintaining an extensive 
Investment Research Department. 

“This department cannot read the future, 
or predict such extraordinary developments 
as the invention of the radio or the devalua- 
tion of the dollar. But it can frequently 
detect basic changes which follow such de- 
velopments, determine their significance, and 
act promptly to adjust investment policies 
accordingly. Such basic changes often escape 
the observation of untrained individual in- 
vestors. 

“This is one of a series of advertisements 
explaining why a bank which has never 
marketed securities has more than 10 per 
cent of its personnel engaged in investment 
analysis.” 
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Wise Giving 


Cross Hospital near Winchester, 

England, and should be overtaken by 
a craving for some bread and ale, you 
need only to ask for it and you would be 
presented with a little square of bread and 
swallow of lukewarm ale, out of the pro- 
ceeds of a foundation left five centuries 
ago to provide nourishment for pilgrims 
passing along what was then the main 
road from Southampton to London. Long 
years ago the main highway was changed 
to another location, but the old founda- 
tion is still doing business along the route 
of 500 years ago. 


7 you should happen to be passing St. 


“When Prince Charles of England was 
being chased by Oliver Cromwell’s Round- 
heads in 1651, some loyal subjects of the 
Prince used an ancient oak tree in which 
to hide the Prince from his pursuers, and 
later, as King Charles II, he set up the 
King’s Annuity to reward his rescuers 
and their descendants. It is still being 
paid—at present to a doctor in Andover, 
Mass. 


“A Boston hospital recently succeeded, 
through the courts, in liberalizing the 
terms of a 70-year-old trust, known as 
‘the wooden leg fund,’ which was provid- 
ing many more artificial legs than the 
hospital had any use for, but which 
couldn’t be spent for anything else than 
wooden legs. 


“Multiply these instances by a thou- 
sand times ten thousand and you have a 
vast aggregation of frozen funds, of tired 
endowments, of socially crippled resources 
which by leaving undone a multitude of 
urgent things they might be doing, have 
thrown that added burden on the state 
and on other institutions.” 


The quotations just given are from 
Ralph Hayes, Director of the New York 
Community Trust, who joined Col. Leon- 
ard P. Ayres, vice-president of the 
Cleveland Trust Company, in a discus- 
sion of community trusts, broadcast over 
a nation-wide network. 


“It was an effort to devise a really 
workable method of administering chari- 
table trusts out of the experience of the 
past,” Col. Ayres said, “that led to the 
establishment here in Cleveland, of the 
first Community Foundation. Its sponsor 
and architect was the late Judge Fred H. 
Goff, one of the most distinguished bank- 
ers and jurists that this part of the 
country has produced. To avoid the ad- 
ministrative rigidity that had hamstrung 
so many trusts, that pioneer foundation 
had vested in it the power and duty of 
amending the terms of any trust if, in 
the long course of time, a literal execu- 
tion of its original terms became impos- 
sible or impracticable. By reason of that 
power of ultimate discretion, every fund 
in a community trust is free from the 
hazard of obsolescence. 


“In addition to flexibility, the machinery 
Judge Goff assembled was designed for 
economy. The community foundation is 
a basic documentary framework that op- 
erates equally well for a single fund or a 
dozen or a thousand, without the cost of 
separate overhead for each. By the use 
of a few sentences, an individual adapts 
the general mechanism to the specific 
requirements of his particular fund. 


“The best procedure that accumulated 
experience could suggest was built into 
the underlying specifications of the first 
community foundation. Sound as the pro- 
cedure appeared to be from the begin- 
ning, no one could confidently predict in — 
the beginning whether it was also going 
to be popular. The fact is that it has 
spread and developed in the past twenty 
years with a swiftness and upon a scale 
that is not generally realized.” 





Fiduciary Course —Arrticle 9 


Estate Analysis of Outstanding Importance Not Only to Estate 
Owners But also To Executors, Trustees 


and Other Professional Advisors 


By R. R. BIXBY 


Section No. 1 


For Estate Owners 


RE you disturbed by the present 
high taxes? 


Has it occurred to you that per- 
sistent efforts to force a “redistribution 
of wealth” may result in a constant in- 
crease in taxation? 

Have you had a careful analysis, since 
the current Revenue Act became effective, 
of all the factors regarding your estate 
and your plans for distribution? 

Replies of many estate owners to these 
and similar questions indicate that they 
are deeply concerned over the matter of 
taxation. As one man stated, ‘My estate 
would fall far short of coming within the 
highest tax bracket, but what is worry- 
ing me is when will the rates stop going 
up?” This man found that in order to 
conserve the maximum of his present 
estate for his family, it was necessary 
to make several changes in what he had 
previously considered was the best plan 
that could be devised. 

Strange as it may seem the replies of 
many estate owners to the question, 
“Have you had a careful analysis, since 
the current Revenue Act became effec- 
tive, of all the factors regarding your 
estate and your plans for distribution?” 
was no. In some cases, old wills had not 
even been looked over by the man himself 
in many years. 

There have been so many changes in 
laws and business conditions during 
recent years that every owner of an estate 
should, for his own peace of mind and the 
security of his dependents, take proper 
steps at once to have an adequate analysis 
made of his estate. 


What an Estate Analysis Will Accomplish 


An adequate estate analysis will give 
you the plain facts of the actual present 
conditions confronting your estate. It 


will inform you of the cost of transfer- 
ring that estate to those you wish to 
receive it at the time of your death, under 
present laws. That data will of course 
show you at once what the shrinkage of 
your estate would be under present con- 
ditions. The analysis would review your 
arrangements for distribution and out- 
line for your consideration any suggested 
changes designed to increase the value of 
your net estate to be transferred. 

You may say that you have made a will 
wherein you have provided for one or 
more trusts, that you have named your 
bank as executor and trustee, that you 
have an attorney, accountant and life 
underwriter, all capable fellows, and per- 
haps you had better speak to each of them 
regarding the present condition of your 
estate. Our experience teaches us that 
this procedure seldom gives the estate 
owner all the essential facts. That state- 
ment does not in any way cast blame on 
the trust official, the attorney, the ac- 
countant or the life underwriter. The 
trouble usually lies with the estate owner 
who has asked each one of his advisors 
certain questions but has failed to give 
any of them all of the facts essential to a 
complete analysis. 


Centralize the Complete Data 


We suggest that each estate owner who 
is truly concerned with the increasing 
cost of transferring estates and really 
desires to conserve the largest possible 
portion of his estate for the benefit of his 
beneficiaries go at once to a trust official 
of his bank and arrange for a complete 
analysis of all the factors which will in 
any way influence the cost of transfer. 

Adequate estate analysis can be pro- 
vided only by those who can be guided 
by the practical experience of specialists 
in probate practice, trust administration, 
income, estate and inheritance taxation, 
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life insurance, and investments. While 
there are a few organizations and indi- 
viduals that make a specialty of render- 
ing such services for estate owners, the 
bulk of estate analysis with resulting 
estate plans are prepared by corporate 
fiduciaries whom the estate owner has 
named or contemplates naming in a fidu- 
ciary capacity. 

Corporate fiduciaries handling a vol- 
ume of trust assets constantly come into 
contact with complicated estate situa- 
tions; their work brings them into close 
relationship with practical men, experi- 
enced in the respective fields of law, 
accountancy, investments, insurance and 
taxation. It is their practice to keep 
posted on all changes in laws and admin- 
istrative regulations effecting estates. 
Through their close touch with the pro- 
fessional advisors of estate owners, they 
are familiar with tested plans for the con- 
servation of estates. Their administra- 
tive duties in fiduciary capacities enables 
them to judge the probable effectiveness 
of suggested changes in estate distribu- 
tion plans. The very nature of their work 
assures confidential treatment of all in- 
formation. They do not endeavor to fit 
“cut and dried” methods to all estates, 
but make their recommendations to fit the 
needs of each individual. 

But in order to secure the practical 
benefit of the information available 
through corporate fiduciaries, it is essen- 
tial that the estate owner, who desires a 
complete analysis of his estate, cooperate 
fully with the trust official and be pre- 
pared to give full facts regarding his 
present assets, liabilities, income and 
resources and outline just what he hopes 
to have his net estate accomplish should 
he die today. It is essential also to out- 
line (preferably to present copies) any 
previously executed will and trust agree- 
ments or any other documents designed 
to affect in any way the eventual distri- 
bution of his estate. 


Preliminary Talk With Trust Official 


If the estate owner has decided that he 
will not continue to use guess work re- 
garding his probable net transferable 
estate, but through an adequate analysis 
get the actual facts, we suggest that be- 
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fore he tries to assemble the data regard- 
ing his assets, liabilities, etc., he make 
an appointment with a trust official of his 
banking institution. At this preliminary 
meeting, tell the trust man what he wants 
done and give him a brief outline of what 
his assets and liabilities consist of and 
explain his methods of accounting. The 
trust official will then be able to outline 
in detail the information which will be 
required in order to secure a true picture 
of the case. If the desired data will re- 
quire considerable detail, the trust man 
will probably place the questions and 
requests in typed form and send it to the 
estate owner, who should promptly gather 
the desired information and deliver it to 
the trust official. 


When Analysis Is Completed 


When the completed analysis is deliv- 
ered to the estate owner he is then in a 
position to make an intelligent study of 
his actual condition. He will know just 
what it would cost to transfer his estate 
under present laws; his. liabilities will 
have been deducted from the appraised 
value of his assets, less the estimated cost 
of all forms of taxation, under his present 
arrangements, and cost of administration 
of estate, thereby showing what may 
actually accrue to his beneficiaries. 

These facts will enable the estate 
owner to see at once whether his estate 
is at present sufficiently liquid to meet the 
heavy drain of transfer expenses. They 
will permit him to test the value of his 
present will and trust arrangements. 
They will clearly indicate whether some 
other or additional arrangement should 
be made. 


Consult Your Estate Advisors 


The analysis may deal with two or more 
phases of your estate. It may suggest 
possible changes in will or trusts, changes 
in investments, insurance or other mat- 
ters. After you have studied the report 
and determined your wishes, before tak- 
ing any action consult your attorney, tax 
advisor and life insurance underwriter 
regarding the suggested changes, or if 
you prefer and it is agreeable to the trust 
official, ask him to discuss the points in- 
volved with the respective men concerned. 
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Naturally all legal papers required in any 
changes would be prepared by your 
attorney. 


Before Execution of New Will or Trusts 


If a new will or trust agreement is to 
be drawn by your attorney, it is impor- 
tant that before execution you take it 
to one of the trust officials of the institu- 
tion designated to be executor or trustee 
and have him test the document from an 
operating and administrative point of 
view. 


After Review or Rearrangement of Your 
Estate Plans 


After you have considered the analysis 
of your estate and made any desired 
changes, we suggest that you arrange to 
have an annual check up of the condition 
of your estate in order to assure yourself 
that no other changes would be advan- 
tageous. One easy way of accomplishing 
this is to request the trust department 
of the corporate fiduciary which you have 
named in a fiduciary capacity to write 
you each year on a fixed date calling the 
matter to your attention. 


Section No. 2 
For the Trust Department 


In the first eight articles of the Fiduci- 
ary Course, we have endeavored to direct 
particular attention to the fundamental 
and basic principles of fiduciary services 
which doubtless can be rendered best by 
qualified corporate fiduciaries. 

As a preliminary to our additional 
remarks regarding the subject of estate 
analysis we request all students of the 
course to re-read the introductory state- 
ment to Article 1, pages 693-694, June, 
1934 issue, and the opening remarks to 
Article 3, page 143, August, 1934 issue. 

We also ask you to study carefully, not 
just read, the article, “Minimizing Estate 
Transfer Costs,” by Bernard F. Dunn, 
President, Estate Recording Company, 
Boston, pages 9-13, January, 1935 issue. 
In addition to your study of Mr. Dunn’s 
excellent article, may we suggest that 
you give special consideration to Chart 
A and Chart B, for we are of the opinion 
that many of you will have occasion to 
refer to these charts frequently. 
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Easier Today to Secure Facts From 
Estate Owners 


Until quite recently it was almost im- 
possible in many cases for corporate 
fiduciaries to give the estate owner the 
maximum benefit of their experience and 
knowledge regarding estate matters be- 
cause the estate owner was reluctant to 
give full details regarding his property, 
debts and what he wished to accomplish. 
However, the last few years, a great 
change in that respect has been quite 
noticeable, especially since the effective 
date of the current Revenue Act and the 
activities in some states to increase state 
taxes on decedent estates. There is little 
doubt that the constant upward trend of 
taxation has been the one great influenc- 
ing factor in changing the attitude of the 
estate owner. F 

Section No. 1 of this article is directed 
to the estate owner for the purpose of 
presenting to you the arguments which 
we have found to be currently most effec- 
tive in causing estate owners actually to 
consider the condition of their estates 
and make satisfactory arrangements in 
connection therewith. 


Printed Form of Request for Data in 
Estate Analysis Cases 


Some trust institutions in their estate 
analysis work use printed forms for the 
data to be submitted by the estate owner. 
We are of the opinion that the practice 
is undesirable and that a much more 
effective and closer relationship can be 
established with the estate owner by fol- 
lowing the suggestions referred to in 
Section No. 1. 

If the estate owner has submitted a 
copy of an executed will, be certain, after 
your review of the estate situation, to 
check the provisions of the will with the 
accepted procedure of your department. 
For example see pages 698-700, Article 1, 
June, 1934 issue. 

If a private trust is recommended and 
is accepted by the estate owner, be cer- 
tain that all rules of your department 
for observance prior to acceptance of 
trusteeship under terms of private trusts 
have been carefully checked. See pages 
144-148, Article 3, August, 1934 issue. 
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Additional Suggested Reading Material 


All of the following suggested refer- 
ences are to copies of TRUST Companies 
Magazine, in which Fiduciary Course 
articles appeared. 

Minimizing Federal Estate Taxes in 
Drafting Wills and Trusts. June, 1934. 
Pages 743-749. By John D. Wright, of 
The Equitable Trust Company, Balti- 
more, Md., Lecturer in Corporation 
Finance, University of Baltimore. 


Costs of Transferring Estate—July, 1934. 
Pages 33-35. Central Hanover Bank 
and Trust Company, New York, com- 
pares such costs by three methods, bas- 
ing calculations on 1934 Federal Tax 
Law—From Developing Trust New 
Business Section. 


Cost of Transfer of Property—From 
Generation to Generation Under Reve- 
nue Act of 1934. July, 1934. Page 32. 
Reading matter of a newspaper adver- 
tisement of Chemical Bank & Trust 
Company, New York, N. Y. 


H. P. Whitney Created Several Irrevo- 
cable Trusts — Appraisal of Estate 


Shows Sharp Changes in Stock Values. 
July, 1934. Pages 95-97. 

Taxation and Insurance Under the Reve- 
nue Act of 1934. August, 1934. Pages 
151-153. Folder issued by Manufac- 
turers Trust Company, New York, N. Y. 


Protection of Family Business Enter- 
prises From Destructive Taxation— 
Trust Officials and Members of Bar 
Urged to Weigh Possible Methods of 
Solving Problem—Moderate Valuation 
Urged. August, 1934. Pages 170-171. 
By C. E. Kimball, Trust Officer, Chem- 
ical Bank & Trust Company, New York, 
N. Y. 

Life Insurance—Trust Council for Each 
City—September, 1934. Pages 235-238. 
By Joseph W. White, Trust Officer, 
Mercantile-Commerct Bank and Trust 
Company, St. Louis. Chairman of Com- 
mittee on Relations with Life Under- 
writers, Trust Division, A. B. A. 


Present-day Relations Between Trust 
Institutions and the Bar, October, 1934. 
Pages 347-349. By Robertson Griswold, 
Vice-president, Maryland Trust Com- 
pany, Baltimore, Md., Chairman, Com- 
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mittee on Relations with the Bar, Trust 

Division, A. B. A. 

Wells Fargo Bank and Union Trust Com- 
pany, San Francisco, excerpts series 
newspaper advertisements on Advan- 
tages of Life Insurance Trusts. Octo- 
ber, 1934. Pages 401-403. Note especi- 
ally page 403. 

Tax Increases Used Effectively in Trust 
Advertisement by American Trust 
Company, Charlotte, N. C., October, 
1934. Page 409. 

Sale of Decedent’s Property — Gain or 
Loss—Effect of Income Tax Provisions 
of the Revenue Act of 1934 Upon the 
Basis and Holding Period of Property 
Transmitted at Death. November, 1934. 
Pages 461-467. By C. Powell Fordyce, 
member of the St. Louis Bar. 

The New Federal Estate Tax Regulations 
—A Discussion of the More Important 
Changes in Administrative Construc- 
tion Occasioned by Treasury Regula- 
tions 80. December, 1934. Pages 585- 
589. By George Maurice Morris, mem- 
ber of District of Columbia Bar. 

Municipal Inheritance Tax—Legal, Prac- 
tical and Social Aspects of New Enact- 
ment by New York City Discussed— 
Problems of Domicile Paramount. De- 
cember, 1934. Pages 673-678. By Harry 
J. Rudick and Bernhard Knollberg, of 
the New York Bar. 

Life Insurance Investment Policies— 
Changes Shown by Composite Invest- 
ment Portfolio of Legal Reserve Com- 
panies in United States. December, 
1934. Pages 685-691. 

Reference is again made in connection 
with useful information in _ estate 
analysis, to the articles in the January 
issue by Messrs. Estes, McCloy, and 
Lowndes, recommended to you on page 
102 of the January article. 


Your Manual 


Prepare and insert in your manual a 
list of all questions which your institution 
might ask to be answered and list all 
data which might be asked for prior to 
your preparation of an estate analysis of 
a prospective client. 


The tenth article of this series will be 
devoted to the subject, Selling the Services 
of the Trust Department, and will appear in 
the March issue. ’ 
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Corporate Fiduciary Associations 


Central California 


The officers who have been elected to serve 
for the calendar year 1935 for the Associ- 
ated Trust Companies of Central California 
are as follows: 

President—W. D. Lux, Vice President, 
Crocker First National Bank of San Fran- 
cisco. 

Vice President—N. D. Platt, Assistant 
Trust Officer, Bank of California, N. A., San 
Francisco. 

Secretary Treasurer—P. M. Harwood, 
Trust Officer, Bank of America, N. T. & S. 
A., San Francisco. 


Baltimore 


At the annual meeting of the Corporate 
Fiduciaries Association of Baltimore City, 
Baltimore, Md., held January 28, the follow- 
ing officers were elected for the ensuing as- 
sociation year: 

President—J. Howard Millar, Trust Offi- 
cer, Mercantile Trust Company. 

Vice President—G. Roy Mueller, Trust 
Officer, Baltimore National Bank. 

Secretary—J. Theodore Johnson, Assist- 
ant Trust Officer, First National Bank. 

Treasurer—Joseph A. Wherrett, Corpo- 
rate Trust Officer, Maryland Trust Com- 
pany. 

The personnel of the various standing 
committees for the year follow: 


Executive Committee: 
H. H. M. Lee, Vice President, Safe De- 
posit & Trust Company of Baltimore. 
George J. Tinsley, 2nd Vice President 
and Trust Officer, Equitable Trust Com- 
pany. 
James T. Carter, Vice President and 
Trust Officer, Fidelity Trust Company. 
Robertson Griswold, Vice President, 
Maryland Trust Company. 


Committee on Individual Trust Charges: 
George Pausch, 4th Vice President, 
Safe Deposit & Trust Company of Balti- 
more. 
George J. Tinsley. 
Frederick P. Storm, Asst. Treasurer, 
Union Trust Company of Maryland. 


Committee on Corporate Trust Charges: 
Joseph A. Wherrett. 
G. Roy Mueller. 
George B. Gammie, Treasurer, Safe 
Deposit & Trust Company of Baltimore. 
Committee on Relations with the Bar: 
Robertson Griswold. 
H. H. M. Lee. 
James T. Carter. 


Committee on Cooperation with Life Insur- 
ance Underwriters and Agents: 
The personnel of this committee, with- 
in a few days of going to press, had not 
as yet been decided for this year. 


State of New York 


At the annual meeting of the Trust 
Companies Association of the State of 
New York, February 14, the following 
officers were elected: 


President— 
George C. Cutler, vice-president, Guar- 
anty Trust Company of New York, 
New York City. 


Vice-Presidents— 
Walter W. Schneckenburger, vice-presi- 
dent, Marine Trust Company, Buffalo. 
Henry J. Cochran, vice-chairman, Bank- 
ers Trust Company, New York City. 


Treasurer— 
Richard R. Hunter, vice-president, Chase 
National Bank, New York City. 


Secretary— 
Henry L. Servoss, vice-president, Chemi- 
cal Bank & Trust Company, New York 
City. 


Executive Committee— 


Class 1936 


James G. Blaine, president, Marine Mid- 
land Trust Company of New York, 
New York City. 

William A. Read, vice-president, Central 
Hanover Bank & Trust Company, New 
York City. 

Schuyler Merritt, vice-president, New 
York State National Bank, Albany. 


Class 1937 

Harold K. Downing, president, The Troy 
Trust Company, Troy. 

J. C. Traphagen, president, Bank of New 
York & Trust Company, New York 
City. 

Harry E. Ward, president, Irving Trust 
Company, New York City. 


Class 1838 

James H. Perkins, president, City Bank 
Farmers Trust Company, New York 
City. 

Lewis G. Harriman, president, Manufac- 
turers & Traders Trust Company, Buf- 
falo. 

Boyd G. Curts, vice-president, New York 
Trust Company, New York City. 
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CONVENTIONS 


ALABAMA Bankers Association— 
May 16-17. Hotel Battle House, Mobile. 
—M. A. Vincentelli, Secy., c/o Alabama National 
Bank, Montgomery. 


ARKANSAS Bankers Association— 

May 9-10. Goldman Hotel, Fort Smith. 

W. H. Johnson, Vice Pres., Merchants National 
Bank, Fort Smith, Chairman Program Committee. 
Robert E. Wait, Secy., 923 Southern Bldg., Little 
Rock, 

CALIFORNIA Bankers Association— 

May 22-23-24. Hotel del Coronado, Coronado. 
Andrew Miller, Secy., 632 Mills Bldg., San Fran- 
cisco. 

COLORADO Bankers Association— 
June 21-22. Hotel Troutdale, Troutdale in the Pines. 
—L. F. Searboro, Secy., 324 Tabor Bldg., Denver. 


DISTRICT OF COLUMBIA Bankers Association— 
May 30-June 2, inclusive. Hot Springs, Va. 
—Thomas J. Groom, Vice Pres. & Cashier, 

of Commerce & Savings, Washington, Secy. 

GEORGIA Bankers Association— 

May 23-24. Sea Island Beach. 

—Haynes McFadden, Secy., 1204 Atlanta National 
Bldg., Atlanta. 

ILLINOIS Bankers Association— 

May 20-21. City not determined. 

—M. A. Graettinger, Exec. Vice Pres., 33 N. LaSalle 
St., Chicago, in charge program. 

—O. S. Jennings, Secy., 33 N. LaSalle St., Chicago. 


KANSAS Bankers Association— 
May 16-17. Topeka. 
—Fred M. Bowman, Secy., Topeka. 


LOUISIANA Bankers Association— 
April 22-23. Edgewater Gulf Hotel, Biloxi, Miss. 
—J. F. Flournoy, Jr., Vice Pres., Whitney National 
Bank, New Orleans, Chairman Program Commit- 
tee. 
—F. W. Kerksieck, Pres., Bank of Abbeville & 
Trust Company, Abbeville, La., Secy. 
MAINE Bankers Association— 

June 21-22. Rangeley Lakes Hotel, Rangeley. 
—George J. Wallingford, Secy.-Treas., Lewiston 
Trust Company, Lewiston, in charge program. 

—G. Harrison Kennard, Secy., Rumford. 
MASSACHUSETTS Bankers Association— 
June 6-7. New Ocean House, Swampscott. 
—John S. Gwinn, Exec. Secy., 80 Federal St., Bos- 
ton. 
MICHIGAN Bankers Association— 
June 24-25-26. Hotel Olds, Lansing. 
—Ray O. Brundage, Secy., 1812 Olds Tower, Lans- 
ing. 
MINNESOTA Bankers Association— 
June. Hotel Nicollet, Minneapolis. 
—Wm. Duncan, Jr., Secy., 740 Rand Tower, Min- 
neapolis. 
MISSOURI Bankers Association— 
May 14-15. Hotel Elms, Excelsior Springs. 
—W. F. Keyser, Secy., Sedalia. 
MONTANA Bankers Association— 
July 19-20. Hotel Many Glaciers, Glacier Park. 
-~—R. W. Place, Cashier, Metals Bank & Trust Co., 
Butte, and Pres. Mont. B. A., in charge of pro- 
gram. 
—Mrs. E. W. Walker, Secy., Helena. 
NEW JERSEY Bankers Association— 
May 23-24-25. Hotel Ambassador, Atlantic City. 
—Ferd. I. Collins, Pres. Bound Brook Trust Com- 
pany, Bound Brook, Chairman Convention Com- 
mittee. 
—A. H. Coate, Trust Officer, Burlington County 
Trust Company, Moorestown, Secy. 


Bank 


NEW MEXICO Bankers Association— 
May 17-18. Roswell. 
—Margaret Barnes, 

buquerque. 

NORTH CAROLINA Bankers Association— 

May 9-10. Carolina Hotel, Pinehurst. 
—Paul P. Brown, Secy., Raleigh. 
OKLAHOMA Bankers Association— 
May 7-8. Biltmore Hotel, Oklahoma City. 
—E. P. Gum, Secy., 300 Biltmore Hotel, Oklahoma 
City. 
OREGON Bankers Association— 
June 17-18. Hotel Marion, Salem. 
In charge of program. 
—President, Frederick Greenwood, Assistant Mana- 
ger, The Bank of California N. A., Portland. 
—T. P. Cramer, Jr., Secy., 617 Lumbermens Bldg., 
Portland. 
PENNSYLVANIA Bankers Association— 
June 5-7. Hotel Casey, Scranton. 
—Charles F. Zimmerman, Pres., 
Bank, Huntingdon, Secy. 
SOUTH DAKOTA Bankers Association— 
May 23-24. Hotel Carpenter, Sioux Falls. 
—Geo. A. Starring, Secy., Huron. 
TENNESSEE Bankers Association— 
May 21-22. (Tentative). Chattanooga. 
—H. G. Huddleston, Secy., 812 American Trust 
Bldg., Nashville. 
TEXAS Bankers Association— 
May 21-22-23. Galveston. 
—W. A. Philpott, Jr., Secy., Dallas. 
VIRGINIA Bankers Association— 
June 20-21-22. Homestead Hotel, Hot Springs. 
—C. W. Beerbower, Asst. Cashier, First National 
Exchange Bank, Roanoke, Secy. 

WEST VIRGINIA Bankers Association— 

June 7-8, Greenbrier Hotel, White Sulphur Springs. 
—Homer Gebhardt, Vice Pres.-Trust Officer, First 
Huntington National Bank, Huntington, Secy. 

WISCONSIN Bankers Association— 

June 25-26. Lawsonia Country Club Hotel, 
Lake. 

—W. G. Coapman, Secy., 534 Caswell Block, Mil- 
waukee. 

AMERICAN BANKERS ASSOCIATION— 

Savings Division— 
March 7-8. Eastern Savings Conference, Waldorf- 
Astoria Hotel, New York, N. Y. 
—W. Espey Albig, Secy., 22 East 40th Street, New 
York, N. Y. 
Executive Council— 
April 14-17. Spring Meeting, Bon Air-Vanderbilt 
Hotel, Augusta, Georgia. 
—Fred N. Shepherd, Exec. Mer., 22 East 40th St., 
New York, N. Y. 
Annual Convention— 
November 11-14. Roosevelt Hotel, New Orleans, 
Louisiana. 
—Fred N. Shepherd, Exec. Megr., 22 East 40th St., 
New York, N. Y. 
American Institute of Banking— 
June 10-14. Omaha, Nebraska. 
—Richard W. Hill, Secy., 22 East 40th St., New 
York, N. Y. 

AMERICAN Bar Association— 

July 16-19. Biltmore Hotel, Los Angeles, California. 

—Olive G. Ricker, Exec. Secy., 1140 N. Dearborn 
St., Chicago, IIl. 

National Association of Mutual Savings Banks— 
May 8-9-10. Waldorf-Astoria Hotel, New York, 
M.. X- 

—John W. Sandstedt, Exec. Secy., 347 Madison 
Ave., New York, N. Y. 

FINANCIAL Advertisers Association— 

September 9-10-11, Atlantic City. 

—Preston E. Reed, Exec. Secy., 231 S. La Salle St., 
Chicago, IIl. 
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WILLS RECENTLY PROBATED 


Prominent Men and Women Among Those Who Named Corporate 
Fiduciaries in Making Testamentary Provison for Beneficiaries 


George D. Pratt, late Standard Oil mag- 
nate and formerly State Conservation 
Commissioner of New York, appointed 
the Brooklyn Trust Company, Brooklyn, 
N. Y., as executor under his will, pro- 
bated last month, together with his son 
and brother. The Brooklyn Trust Com- 
pany is named also as co-trustee with the 
son and Lewis Cass Ledyard, Jr. Mrs. 
Pratt was bequeathed a trust fund of 
$5,000,000., $250,000 cash and life inter- 
est in the family homes in New York and 
New Jersey, three sons and a daughter 
sharing a life interest in the residuary 
estate. Beside bequests to other relatives 
and friends, $510,000 is left to charities, 
including Pratt Institute of Brooklyn, 
which was founded by Mr. Pratt’s father. 


The will of Mrs. Florence Gibb Pratt, 
wife of Herbert L. Pratt, former presi- 
dent of Standard Oil Company of New 
York and chairman of the board of 
Socony-Vacuum Corporation, appoints 
Bankers Trust Company of New York as 
co-executor and co-trustee with her two 
sons. The will, dated in November, 1934, 
set up a trust fund of $150,000 for a sis- 
ter, three daughters receiving equal 
shares in a trust fund left by Mrs. Pratt’s 
father, the late John Gibb. The daughters 
have a life estate in the residue of the 
Gibb trust during the lives of two grand- 
children, principal being distributable to 
the then surviving children of Mrs. Pratt. 


The Washington Loan & Trust Com- 
pany of Washington, D. C., was named as 
co-executor and trustee under the will of 
Judge John Barton Payne, late chairman 
of the Central Committee of American 
National Red Cross and former law part- 
ner of Silas H. Strawn, who is named as 
co-executor. Leaving no wife or children, 
Judge Payne made generous cash be- 
quests to numerous public institutions 
throughout the country, including librar- 
ies, universities, museums and hospitals, 
and $10,000 to each of thirty-two nephews 
and nieces. A fine art collection, including 


portraits by Sir Joshua Reynolds and Sir 
Thomas Lawrence, was left to the State 
of Virginia with an endowment for pur- 
chase of paintings by American artists. 
A $50,000 trust fund was established for 
unfortunate employees of American Red 
Cross, and the residuary estate divided 
between Washington & Lee University, 
College of William & Mary and American 
Red Cross. Wide discretionary powers 
were given the executors. 


Ivy L. Lee, internationally known pub- 
licity expert and public relations counsel 
to John D. Rockefeller and the Pennsyl- 
vania Railroad, in his recently probated * 
will, dated in 1922, named his wife and 
Bankers Trust Company of New York as 
executors of his estate. The will be- 
queathed all his property to his wife, or 
upon her non-survival, to his daughter 
and two sons. He further provided that if 
his wife predeceased him the Bankers 
Trust Company was to be sole executor. 


Syracuse Trust Company, Syracuse, 
N. Y., was named sole executor and sole 
trustee under the will of the late Thomas 
G. Cranwell, prominent industrialist and 
former chairman of the board of Conti- 
nental Can Company. Trusts were created 
for several relatives. 


The will of the late Mrs. Elisabeth 
Morrow Morgan, daughter of Mrs. 
Dwight W. Morrow and sister of Mrs. 
Charles A. Lindbergh, appointed Bankers 
Trust Company of New York as executor 
of her estate and exercised power of ap- 
pointment over the trust established by 
her parents in 1929. Smith College at 
Northampton, Mass., and The Little 
School in New Jersey, receive two of the 
four parts into which the estate was 
divided. 


The will of the late Annie M. Fonfred 
of New York City, recently probated, is 
a fine tribute to corporate fiduciary ad- 


ministration. Appointing Wilmington 
Trust Company, Wilmington, Del., who 
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had served as trustees under a living 
trust created by her in 1923, she further 
stated in her will: “In the event that at 
the time of my death, ——,, the appoint- 
ment of an Executor shall be considered 
requisite or expedient in a State or States 
other than Delaware or in a foreign coun- 
try, and said Wilmington Trust Company 
shall be unable or unwilling to qualify 
thereto, then and in each such case I ap- 
point the person then holding the office 
of Trust Officer of said Wilmington Trust 
Company as Executor under this my will 
in any state or states outside of Delaware, 
or in a foreign country wherein such ad- 
ministration shall be found requisite or 
expedient———” with all powers and dis- 
cretions as granted to the trust company. 


Life Insurance In January 


Life insurance started the year with an 
increase of 24.0 per cent in the amount of 
new production for January, over January 
of 1934, according to a report forwarded by 
The Association of Life Insurance Presi- 
dents to the United States Department of 
Commerce. 
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The report, which aggregates the figures 
of 42 companies having 83 per cent of the 
total life insurance outstanding in all United 
States legal reserve companies, shows that 
the new paid-for life insurance of these com- 
panies—exclusive of revivals, increases and 
dividend additions—amounted to $824,903,- 
000 last month against $665,457,000 in Janu- 
ary of 1934. 

Ordinary insurance was responsible for 
the increase, amounting to $601,300,000 last 
month, against $435,676,000 in January of 
1934, an increase of 38.0 per cent. Industrial 
insurance was $196,255,000, against $197,- 
108,000, a decrease of four-tenths of one per 
cent. Group insurance amounted to $27,348,- 
000, against $32,673,000, a decrease of 16.3 
per cent. 


N. Y. Financial Advertisers Elect 

Edwin Bird Wilson, president of Edwin 
Bird Wilson, Inc., was elected president of 
New York Financial Advertisers Assn. at 
the annual meeting. Amos Bancroft of the 
First Boston Corp. was elected first vice- 
president, and F. R. Kerman of Public Na- 
tional Bank & Trust Company, New York, 
was made second vice-president. 















Present Legislative Trends 


Note: Through the cooperation of twenty-four State organiza- 


tions and thirty-five trust officials who have undertaken to 
advise us of measures introduced in State Legislatures which 
are considered of importance from the fiduciary’s point of 
view, we are enabled to supplement the information contained 
in our regular Washington reports, thereby obtaining a 
broader perspective of legislative trends throughout the 
United States. We shall not attempt to present complete re- 
ports of all important measures. Our hope is merely to provide 
general summaries with illustrative details. 


ITH gold clause uncertainties 

VW removed by the Supreme Court 

decision announced February 18, 
the order of the day in Congress is “full 
speed ahead.” Some differences of opin- 
ion exist, however, as to what is meant 
by “ahead.” 

As to the decision’s effect upon legis- 
lative trends, it is argued on the one 
hand that this victory for the Adminis- 
tration will strengthen the President’s 
hand and assure the carrying out of the 
program presented by him to Congress. 

Against this theory it is argued that 
the decision, by encouraging the infla- 
tionists, has lessened the President’s 
chances of retaining a sufficient curb on 
the legislative branch to prevent the en- 
actment of measures which would com- 
pletely upset the theoretical “balance” 
proposed. 

Regardless of the merit of these 
theories, it seems clear that the Presi- 
dent has not recovered the prestige lost 
on January 29 when the Senate voted 52 
to 36 against American adherence to the 
World Court. That was perhaps the most 
notable of several recent evidences of 
revolt against Executive domination. 


Limitation on Wealth 


An illustration of the extreme lengths 
to which some legislators would go is 
provided by House Joint Resolution 149, 
introduced February 1 by Mr. Lloyd of 
Washington and referred to the Com- 
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mittee on the Judiciary. It proposed a 
constitutional amendment as follows: 

“Section 1. Congress shall have 
power to limit the wealth of the in- 
dividual citizens of the several 
States, Territories, and the District 
of Columbia and of all persons own- 
ing property within the jurisdiction 
of the laws of the United States. 

“Section 2. No law shall be enacted 
fixing the maximum amount of 
wealth allowed to any one individual 
at a sum less in value than one mil- 
lion gold dollars, twenty-five and 
eight-tenths grains, nine-tenths fine. 

“Section 3. The power of levying 
and collecting taxes for revenue 
under the existing articles of the Consti- 
tution and the amendments thereto shall 
be in no wise abridged. 

“Section 4. All sections of the Con- 
stitution of the United States incon- 
sistent herewith are suspended for 
the purpose of carrying this article 
into effect. 

“Section 5. This article shall be 
inoperative unless it shall have been 
ratified as an amendment of the Con- 
stitution by conventions in the several 
States, as provided in the Consti- 
stitution, within seven years from the 
date of the submission hereof to the 
States by Congress.” 


Restrictive Bills Introduced In State 
Legislatures 


Although federal legislation is of para- 
mount importance, most of the statutory 
enactments which bear immediately upon 
the policies and practices of fiduciaries 
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emanate from the legislatures of the 
various states. 

The usual number of restrictive bills 
have been introduced in New York, 
Massachusetts, Georgia, Washington and 
other states, but in most instances there 
appears to be little prospect of the enact- 
ment of severe measures. 

At the request of the Lucas County 
Bar Assocation, the secondary bar or- 
ganization in Toledo, Ohio, a bill (SB 7) 
has been introduced in the legislature of 
that state which attempts to define the 
practice of law. The definition as pro- 
vided therein includes the following: 


Appearance in any court or before any judicial 
body or before any commissioner, referee or any 
body, board, committee or commission constituted by 
law or having authority to settle controversies. 
[Specific exception is made with respect to probate 
court proceedings. ] 

Furnishing directly or indirectly ‘legal services of 
any kind in actions or proceedings of any nature.”’ 

Advice as to “legal rights in the administration 
of a trust * * * where a conflict of interest exists 
between such persons and the trustee or between 
persons interested in the same trust, unless such 
persons shall be represented by an independent at- 
torney at law, as representative of a person inter- 
ested, other than the corporation or voluntary asso- 
ciation.”’ 

Preparation of wills. 

Preparation of “‘contracts, trust agreements, leases, 
deeds, mortgages, releases, income tax reports and/or 
other legal instruments or documents to which said 
corporation or voluntary association is not a party 
and has no interest therein except as executor or 
trustee.” 

Drafting or preparation for others of corporate 
records. 

Preparation of escrow instructions, except “‘instruc- 
tions which merely provide for the receipt and deliv- 
ery of executed instruments, property and/or the dis- 
bursement of money upon the happening of a stated 
event or events.” 

Opinions as to condition or validity of titles to real 
estate not guaranteed by such corporations. 

Preparing and advising “in relation to conveyances 


1See article in this issue, pages 191-194, ‘““What is 
Practice of Law?” 


and other papers pertaining to real estate transac- 
tions for the benefit of others’’ except by corporations 
having ‘a direct or primary interest.”’ 

“* * * legal counsel or advice or rendering legal 
services, directly or indirectly, to any person, firm, 
association or corporation, either for or without com- 
pensation.” 


This is not the only restrictive measure 
proposed in Ohio. Two bills have been in- 
troduced in the upper house by Mr. Met- 
ealf (SB 116 and 122) which are said to be 
State Bar Association measures, the first 
proposing extensive amendments to probate 
code sections, and the second repealing sec- 
tion 710-161 which now provides that trust 
companies do not need to furnish bonds ex- 
cepting when directed to do so by the Pro- 
bate Court. Another measure, HB 189 would 
provide that banks must give security for 
the deposits of probate and juvenile courts, 
etc. — 

A bill introduced in Georgia (HB 34) 
would make it unlawful “for any person, 
firm, corporation or association to solicit 
from any one, or to advertise in any man- 
ner, or in any way, directly or indirecily, 
hold themselves out to the public as want- 
ing to become, or and being able to become, 
the executor, administrator, guardian, or 
trustee, of any person, firm, corporation, as- 
sociation, or of any estate.” A similar bill 
was introduced last year. 

Missouri HB 188 would require guardians 
and curators to loan all money not invested 
in improving the real estate of their wards 
at the highest procurable rate of interest 
on prime real estate security or to invest it 
in bonds of the United States or bonds 
guaranteed by the United States or bonds 
of the State of Missouri or of the Federal 
Farm Loan Bank. 

Some anxiety among corporate fiduciaries 
of North Carolina was reported as a result 
of HB 207, which would have required all 
executors to give bond. Under the Con- 
solidated Statutes of that state, banks and 
trust companies may act in a fiduciary capa- 
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city without giving bond. Mr. Royster, in- 
troducer of the bill, stated that it had not 
been his intention to alter present statu- 
tory provisions affecting qualified trust de- 
partments, and his measure was amended in 
Committee by stipulating that “nothing 
contained in this act shall amend, modify, 
or repeal” the Consolidated Statutes bear- 
ing on this point. 


More Permissive than Restrictive Bills 
Introduced 


Information received to the date of 
going to press indicates that more per- 
missive than restrictive bills have been 
introduced in state legislatures. Some of 
the measures proposed with the apparent 
object of facilitating the work of fidu- 
ciaries are here noted. 

In Arkansas, a number of credit agencies 
refused to provide money to “executors, 
administrators, guardians, trustees, and/or 
receivers or other fiduciaries” for the cul- 
tivation of lands. A bill (SB31), declaring 
an emergency, has been passed by the Sen- 
ate and has received favorable report from 
the House Judiciary Committee, authoriz- 
ing them “to borrow money, execute waiv- 
ers of liens, make endorsements,” etc. 

Missouri HB 142 would permit any ad- 
ministrator, executor, curator or other trus- 
tee, who is required to give bond, to give a 
surety bond if he sees fit to do so, and to 
pay the cost thereof out of the funds pro- 
tected thereby. 

Missouri HB 81 would authorize cor- 
porations acting in any fiduciary capacity 
to invest trust funds in mortgages insured 
and notes secured by deeds of trust insured 
and debentures and securities issued by the 
Federal Housing Administrator, and in se- 
curities issued by. institutions organized 
under Title 3 of the National Housing Act. 


Illinois HB 161 would add to the act con- 
cerning investments by trustees a second 
section providing that “when more than 
two trustees are required to execute a trust, 
a majority of the trustees shall be competent 
to act in all cases, unless the instrument or 
authority creating the trust shall otherwise 
provide.” 

Illinois HB 167 would amend Section 24 of 
the Guardian and Ward Act to provide that 
the guardian may by leave of court mortgage 
real estate to the Home Owners Loan Cor- 
poration on the usual terms, conditions and 
plan of payments of that corporation. The 
present law as to mortgaging a minor’s real 
estate provides that the time of maturity of 
the mortgage indebtedness shall not be ex- 
tended beyond the time of minority of the 
ward. 

Illinois SB 31 would provide for private 
sale of real estate by administrator or ex- 
ecutor. It would require appointment of ap- 
praisers, giving notice to creditors and inter- 
ested parties of such sale, and that the prop- 
erty bring three-fourths of the appraised 
value. It would provide for filing objections 
to sale within fifteen days. 

Illinois HB 289 would provide that no 
distribution to heirs of a person presumed 
to be dead shall be made within seven years 
after such person is adjudicated in law to 
be dead unless bond is given to refund at 
any time within such period to the presumed 
decedent if alive. The present law does not 
require holding up distribution but does re- 
quire a refunding bond in any event without 
limitation as to time. Under this measure, if 
distribution is made within such period, the 
bond required would cover refund only 
within the seven year period. 

Enlargement of the power of guardians 
in North Carolina would be provided by 
HB 139, passed by the House and sent to the 
Senate. It would permit guardians, with ap- 
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proval of the Clerk of the Superior Court, 
concurred in by the resident Judge of the 
District, to cause lands to be cultivated and 
to continue to operate any business enter- 
prise of the ward and to make contracts 
with reference thereto as deemed to the best 
interest of the estate. Subsequent report: 
this bill amended so that reports may be 
made to any Judge holding court in county 
in which guardian operates and to prevent 
the bill affecting present litigation; passed 
by House and Senate. 

Guardians in Illinois would receive ex- 
press authority for the practice of using out 
of corpus on court orders if income be in- 
sufficient for support and education of the 
ward, under provisions of HB 154. Another 
bill (HB 322) to the same effect was intro- 
duced February 13, apparently because of 
failure to comply with certain rules in the 
printing of the original bill. Referred to 
Committee on Judiciary. 

South Dakota HB 22 would permit guard- 
ians to mortgage real estate of their wards, 
but time of maturity would be limited to 
minority of wards unless the county court 
after full hearing authorized a longer pe- 
riod. 


North Carolina SB 162 would permit ex- 
ecutors and administrators to continue farm- 
ing operations of a deceased person to the 
end of the year. 

Tennessee SB 79 would extend by six 
months statute of limitation relative to the 
settlement of estates of deceased persons, 
making the period two years instead of 
eighteen months. 

A special Commission to study the laws 
of North Carolina affecting the descent and 
distribution of property of intestates, and 
the duties and powers of executors, admin- 
istrators and. other fiduciaries, and to pre- 
pare legislation for submission to the 1937 
General Assembly, would be authorized 
under a joint resolution introduced in the 
Upper House. The Commission would con- 
sist of nine members, appointed by the Gov- 
ernor, and acting without pay. Their total 
expenses would be limited to $1,500. An 
amendment of this Resolution specifies that 
three of the members shall be actively en- 
gaged in the practice of law in North 
Carolina. 


Bills on Legal Investments 


In Alabama, two bills defining legal in- 
vestments have been introduced, one au- 
thorizing investments in bonds insured by 
the Federal Housing Administration; the 
other, legalizing investment in bonds of the 
U. S. Government, or bonds guaranteed by 
the U. S. Government, and in bonds of the 
various states, savings deposits in banks 
which are members of the Federal Deposit 
Insurance Corporation, and in notes, bonds 
or other evidence of indebtedness secured 
by a mortgage or deed of trust, which is a 
first lien on improved real estate in any of 
the various states, and also in Federal Land 
Bank bonds. 

A bill which would permit fiduciaries to 
purchase preferred stock was scheduled for 
introduction in the Oklahoma legislature. 
Details have not been received. 

Legislation is expected in Oregon extend- 
ing the list of legal investments slightly. 

The West Virginia code relating to in- 
vestment of funds by fiduciaries (which pro- 
vides that the rate of interest on securities 
which fiduciaries may use shall be not less 
than 4 per cent. per annum) would be 
amended by SB 29 by eliminating the inter- 
est requirements with respect to legal in- 
vestments in bonds of the United States, and 
bonds of minor political subdivisions. This 
bill passed the Senate, and after being re- 
ported to the House was referred to’ the 
Committee on Judiciary. 

Montana is expected to enact a measure 
making Home Owners’ Loan Corporation 
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bonds guaranteed as to principal and in- 
terest by the United States government 
legal for trust fund investment in that 
state. 

As previously reported, the Committee on 
Trust Investments, Pennsylvania Bankers 
Association, has devoted many months to 
perfecting a bill amending the statutory 
limitations on trust investments. Definite 
action has not yet been reported. 

Among the state measures permitting 
fiduciaries to invest in such securities as 
bonds of Federal Land Banks, bonds in- 
sured by the Federal Housing Administra- 
tion, ete., are Illinois HB 288; No. Car. 
SB 163; Okla. HB 12 (now law); and Ohio 
SB 119. 

State Bills Relating to Probate 

Two of the Missouri bills which have 
met active opposition on the part of cor- 
porate fiduciaries are HB 159 and 160, 
which would give to the probate courts 
in that state jurisdiction over all testa- 
mentary trusts. It is felt, however, that 
even if these bills should be passed, they 
would be held unconstitutional, because 
they would attempt to convey equity 
jurisdiction on probate courts. Under the 
Missouri constitution, probate courts do 
not have equity jurisdiction, and it is 
believed that no such power could be 
conferred upon them except by constitu- 
tional amendment. 

In Alabama, it was anticipated early 
this month that before adjournment of 
the Legislature, a measure would be in- 
troduced to recodify the laws governing 
probate courts, as well as the laws gov- 
erning the relations of guardians and 
wards, the administration of wills and 
the laws of descents and distributions. 
On going to press, no further word had 
been received as to this measure. 

Minnesota SB 310 would amend the 
probate laws in accord with recommenda- 
tions of the Minnesota Bar Association, 
including appointment of independent 
public accountants as auditors of estates 
in probate. This provision was suggested 
by American Institute of Accountants. 


Deficiency Judgments 
Anxiety is expressed in Ohio over the 
threat of ill-advised legislation on the ques- 
tion of deficiency judgments. An amendment 
to the Best Bill, which would have per- 
mitted mortgagors to dispose of other assets 
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during foreclosure proceedings and sale of 
the real estate, was defeated by a narrow 
margin of 15 to 138. Most of the bills intro- 
duced in that state on this subject have been 
designed to prevent the deficiency judg- 
ment in a mortgage foreclosure case where 
the property is sold. Some, however, have 
carried the same principle into collateral 
loans, and some have additional features to 
bring about delay either in the sale or in 
the purchaser’s getting possession after the 
sale of the mortgaged property. 


Other State Measures of Direct Interest to 
Fiduciaries 


Among the state bills of interest to fidu- 
ciaries is Missouri HB 175 which would pro- 
vide that if property is bequeathed or devised 
by will or by descent and the personal prop- 
erty tax thereon has not been paid for a 
period of five years prior to decedent’s death, 
such property shall escheat to the State of 
Missouri. 

An unusual tax provision affecting mort- 
gages is found in Missouri HB 101 which 
would provide for the assessment of mort- 
gages on real estate separately from real 
estate owner’s equity. The mortgagor would 
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have the right to pay taxes on the mortgage 
and receive credit on the mortgage, and the 
mortgagee could pay taxes on mortgagor’s 
interest and have a lien thereon. Neither 
owner’s or mortgagee’s interest could be sold 
as for delinquent taxes, and any agreement 
in the mortgage for mortgagor to pay all 
taxes would make the instrument void. 

Missouri SB 33, in addition to providing 
for a sales and manufacturers’ tax, would 
impose “a tax of 5% on incomes from estates 
and trusts on amount of trust or estate 
created and after creation until terminated, 
and on gifts, advances and property settle- 
ments made to persons who, under the law 
of descent and distribution would share in 
the estate after the death of the grantor.” 

Illinois SB 11 would provide for additional 
inheritance tax on beneficiaries if total tax 
paid the State is less than the 80% credit 
allowed under the Federal estate tax; the ad- 
ditional individual tax to be computed 
by multiplying the total additional inheri- 
tance tax by a fraction, the numerator of 
which is amount actually paid by respective 
beneficiaries to the state, and the denomina- 
tor, the total tax paid by all the beneficiaries 
to the state; proceeds to be paid into the 
common school fund in the state treasury. 

Missouri HB 192 would double the inheri- 
tance taxes under Section 572 of the Statutes 
for a period of two years. 

The Statute of Limitations with respect 
to contracts in writing would be amended 
by Ohio SB 38, shortening the period from 
15 to 6 years. 

Numerous changes in the banking laws 
of Texas would be made by a bill prepared 
at the instance of the State Banking Com- 
missioner. Details as to what changes, if 
any, would be of special interest to banks 
exercising fiduciary powers have not been 
received. 

In New York State, the Joseph-Pack bill 


to provide for a state mortgage commis- 
sion to supervise rehabilitation proceedings 
in the case of guaranteed mortgage certifi- 
cates now in default was signed by Gover- 
nor Lehman February 5. 


Pension Systems in 29 States 


President Roosevelt’s social security 
program contains much that will have 
an indirect bearing on the future policies 
and business of corporate fiduciaries. 
One of the phases of that program which 
is apt to exert a far-reaching effect on 
state legislative action, with resultant 
effect on the future tax load, is the sub- 
ject of pensions. 

Prior to current legislative sessions old 
age pension systems had been provided 
for in twenty-nine states. The source of 
funds for such systems was as follows: 


From the state; Delaware, North Dakota, Ohio and 
Pennsylvania. 

Three-fourths from state, one-fourth from county ; 
New Jersey. 

Two-thirds 
Arizona. 

Half from state, half from county; Indiana. 

Half from state, half from country or city and 
county ; California and New York. 

Half from state, half from city or town; Maine. 

Third from state, two-thirds from county or city; 
Massachusetts. 

From county; Colorado, Idaho, Kentucky, Montana, 
Nebraska, Nevada, Oregon, Utah, Washington, West 
Virginia and Wyoming. 

From county or city; Maryland. 

Special provisions were made in six states; in 
Arkansas, 1% tax on all state and county warrants; 
in Iowa, annual tax of $2 on all resident citizens 21 
years of age; in Michigan, funds came from the State 
Old Age Pension Fund; in Minnesota, payments by 
county, cities, towns or villages to reimburse county ; 
in New Hampshire, payments by cities and towns to 
reimburse county; in Wisconsin, payments by county, 
with refund of one-third by state and two-thirds by 
cities, towns and villages. 


from state, one-third from county; 
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Maximum pensions were provided for 
as follows: 


$7.50 weekly ; New Hampshire. 

$1 daily; California, Colorado, Maine, Maryland, 
Minnesota, Nevada, New Jersey, West Virginia and 
Wisconsin. 

$30 monthly; Arizona, Michigan, Oregon, Pennsyl- 
vania, Washington and Wyoming. 

$25 monthly ; Delaware, Idaho, Iowa, Montana, Ne- 
braska, Ohio and Utah. 

$250 annually ; Kentucky. 

$15 monthly; Indiana. 

$150 annually; North Dakota. 

No limit was specified in Massachusetts and New 
York. 

In Arkansas, the pension fund was prorated among 
the pensioners. 


Age limits were as follows: 


70 years in Arizona, Arkansas, California, Indiana, 
Kentucky, Massachusetts, Michigan, Minnesota, Mon- 
tana, New Hampshire, New Jersey, New York, Ore- 
gon, Pennsylvania and Wisconsin. 

68 years in North Dakota. 

65 years in Colorado, Delaware, Idaho, Iowa, Maine, 
Maryland, Nebraska, Nevada, Ohio, Utah, Washington, 
West Virginia and Wyoming. 


Property and income limitations were 
as follows: 


Totally indigent; Pennsylvania. 

Wholly incapable of self support; New York. 

Any property or income; West Virginia. 

Assets, $300; Maine. 

Assets, $500; Arkansas. 

Assets, $1,000; Indiana. 

Assets, $2,000 ; New Hampshire. 

Assets, $3,000; California, Colorado, Minnesota, 
Nevada, New Jersey, Oregon and Wisconsin. 

Assets, $3,500; Michigan. 

Income, $150 a year; North Dakota. 

Income, $300 a year; Arizona, Idaho, Montana and 
Nebraska. 

Income, $300 during past year; Utah. 

Income, $360 a year; Washington and Wyoming. 

Income, $1 a day; Iowa. 

Combined income and property limitations were pro- 
vided as follows: 

Income $300 a year or assets $3,000; Ohio. 

Income $400 a year or assets $2,500; Kentucky. 

No fixed provisions as to limitations in Delaware, 
Maryland and Massachusetts. 


Reports received to date indicate that ac- 
tive consideration of the pension question 
has been deferred by state legislators pend- 
ing more definite advices as to Federal 
plans. 

South Dakota SB 28 would provide pen- 
sions for persons over 60 years old who 
have been residents of the state for at least 
ten years, who do not have more than $500 
in personal property or a homestead not 
exceeding $3,000 in value on which they are 
actually residing. 

Nebraska HB 34 would levy a poll tax of 
$2.50 per annum on all persons between 21 
and 50 years of age for payment of old age 
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pensions; and HB 87 would create old age 
pension commissions and provide for maxi- 
mum payments of $30 monthly beginning 
at age 60. This latter measure would tax 
persons 21 to 60 years old to provide the 
necessary funds. 


State Tax Measures 


An income tax measure which it is feared 
would drive out of Ohio most of the revo- 
cable trusts has been proposed by P. E. 
Ward, chairman of the Ohio House Taxation 
Committee and chief income tax proponent 
during past legislative sessions. Mr. Ward 
proposes to tax both earned and unearned 
income at graduated rates of from 2 to 6 
per cent. in thousand dollar brackets; and 
to provide that all intangibles (stocks, bonds, 
mortgages, etc., classified as “investments” 
under the present intangible tax law) should 
be taxed on value at the rate of 2 mills. This 
millage tax would apply to both income 
producing and non-income producing invest- 
ments, with an exemption of $5,000 in value. 

Among the tax increases proposed by the 
Governor of Pennsylvania are the following: 
levy of 2 per cent. gross receipts tax on all 
utilities in lieu of eight mills now collected; 
flat tax of 6 per cent. on corporate net in- 
come per year on basis of returns made to 
Federal government; a gift tax of 2 per cent. 
on direct gifts and 10 per cent. on collateral 
gifts; a documentary tax of 2 cents per $100 
on all notes, deeds, bonds and mortgages. 

In the State of Washington, the adminis- 
trative tax bill (HB 237) contains many new 
provisions, and changes the rates on the 
present occupation or gross income tax law. 
Details as to the inheritance tax provisions 
of the bill have not been received. The bill 
would increase the tax on banks and other 
financial institutions. Another bill, HB 310, 
completing the administration tax program, 
would provide for a 4 per cent. excise tax, 
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apparently based on net income, and ap- 
plicable to national and state banks and 
other corporations for the exercise of cor- 
porate franchise or the doing of business in 
the state. 

Wyoming HB 115 would levy a tax upon 
estates of resident decedents equal to 80 per 
cent. of the tax imposed by Section 1092, of 
Title 26, United States Code Annotated. In 
the same state, HB 116 would amend the 
Inheritance Tax Law, exempting, under 
Class E, gifts to charitable, and educational 
institutions, etc., this exemption being re- 
stricted by an elaborate clause of little gen- 
eral interest. The same bill would exempt 
from inheritance tax estates of less than 
$1,000. 

New taxes in the State of New York, un- 
der the Governor’s program, call for in- 
creased collections estimated at more than 
$55,000,000. They include higher personal 
income taxes, an increase in the rate of cor- 
porate franchise tax, an unincorporated 
business tax, and a tax on insurance prem- 
iums. 

New Jersey residents heretofore have not 
been required to pay an income tax to the 
state. The new Governor included such a tax 
in his program. 

California SB 31 would provide for a 
state income tax at one-third the Federal 
rate. 

Several income tax measures have been 
introduced in Colorado. 

Additional inheritance tax in Illinois 
where amount paid is less than credit al- 
lowed by the United States would be pro- 
vided for by SB 11. 

The Governor of Kansas has_ recom- 
mended lowering the exemption in the in- 
heritance tax law of that state. Kansas HB 
6 would apply an ad valorem tax rate on 
mortgages. 

The Governor of Maine, in pointing out 
why tax rates should not be increased, as- 
serted that “the sole objective of tax revi- 
sion should be to equalize and fairly appor- 
tion the tax burden, and not to increase it.” 


Adverse Reports on Taxation Resolutions 


The House Ways and Means Committee 
of the Seventy-fourth Congress has re- 
ported adversely on the following bills: 


Resolution No. 56, by Mr. Fish, N. Y., requesting 
the names and addresses of all persons and corpora- 
tions who own tax-exempt securities in the amount of 
$100,000 or over. 

Resolution No. 73, by Mr. Fish, N. Y., requesting 
the names and addresses of all persons and corpora- 
tions who own tax-exempt securities in the amount of 
$100,000 or over issued by the Federal Government. 
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Resolution No. 74, by Mr. Blanton, Texas, request- 
ing the names and addresses of all persons and cor- 
porations who own Federal tax-exempt securities in 
the amount of $50,000 or over. 


Other Taxation Resolutions Introduced 


On January 23, Mr. Snyder, Pa., intro- 
duced House Joint Resolution No. 128, 
proposing an amendment to the Consti- 
tution of the United States, which would 
provide as follows: 


“Section 1. The United States shall 
have power to lay and collect taxes on 
income derived from securities issued 
after the ratification of this article by 
or under the authority of any State, but 
without discrimination against income 
derived from such securities and in 
favor of income derived from securities 
issued after the ratification of this 
article by or under the authority of the 
United States or any other State. 

“Section 2. Each State shall have 
power to lay and collect taxes on in- 
come derived by its residents from se- 
curities issued after the ratification of 
this article by or under the authority 
of the United States, but without dis- 
crimination against income derived 
from such securities and in favor of 
income derived from securities issued 
after the ratification of this article by 
or under the authority of such State.” 
Mr. Young, Ohio, on February 8, sub- 

mitted House Resolution No. 106, directing 
the Secretary of the Treasury to transmit 
to the Ways and Means Committee: 


“The names and addresses of all in- 
dividuals and corporations who own 
and have in their possession tax-exempt 
securities of the United States in the 
amount of $100,000 or more, and that 
in addition the Secretary of the Treas- 
ury is directed to transmit to the Ways 
and Means Committee of the House of 
Representatives the amount of such tax- 
exempt securities held by each indi- 
vidual or corporation, the kind of 
securities, and the interest payable 
thereon; and directly after receiving 
such information the Ways and Means 
Committee of the House of Represen- 
tatives is hereby directed to transmit 
same to the Members of the House of 
Representative.” 

Mr. Fish, New York, on February 12, 
introduced House Resolution No. 107, which 
reads as follows: 

“Resolved, That the Secretary of the 
Treasury be, and he is hereby, directed 
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The Comptroller of the State of New York 


will sell at his office at Albany, New York, 
March 5, 1935, at 12 o’clock noon 


$45,025,000.00 


Serial Bonds of the 


State of New York 


Dated March 1, 1935, and maturing as follows: 


$10,000,000.00 — 1936 to 1945 
21,025,000.00 — 1936 to 1960 
14,000,000.00 — 1936 to 1985 


Principal and semi-annual interest September 1st and March 1st 
payable in lawful money of the United States of America at 
the Bank of the Manhattan Company, 40 Wall Street, 
New York City. 

Exempt from all Federal and New York State Income Taxes 


$10,000,000.00—Unemployment Relief Bonds—maturing 
$1,000,000.00 annually March 1, 1936 to 
1945, inclusive. 

$12,000,000.00—Emergency Construction Bonds—matur- 
ing $480,000.00 annually March 1, 1936 to 
1960, inclusive. 

$ 9,025,000.00—General State Improvement Bonds— 
maturing $361,000.00 annually March 1, 
1936 to 1960, inclusive. 

$14,000,000.00—Elimination of Grade Crossings Bonds— 
maturing $280,000.00 annually March 1, 
1936 to 1985, inclusive. 


Bidders for these bonds will be required to name the rate of interest which the bonds are to bear 
not exceeding 4 (four) per centum per annum, Such interest rates must be in multiples of one-fourth 
of one per centum and not more than a single rate of interest shall be named for each issue. 

Bidders may condition their bids upon the award to them of all but no part of the entire $45,025.- 
000.00 bonds and the highest bidder on the basis of ‘‘all or none’’ will be the one whose bid figures the 
lowest interest cost to the State on all issues combined after deducting the amount of premium bid if any. 

No bids will be accepted for separate maturities or for less than par value of the bonds nor unless 
accompanied by a deposit of money or by a certified check or bank draft upon a solvent bank or trust 
company of the cities of Albany or New York, payable to the order of the ‘‘Comptroller of the State 
of New York’’ for at least two per cent of the par value of the bonds bid for. No interest will be 
allowed upon the good faith check of the successful bidder. 

All proposals, together with the security deposits, must be sealed and endorsed ‘‘Proposal for 
— gt meee in a sealed envelope directed to the ‘‘Comptroller of the State of New York, 
Albany, N. Y. 

The Comptroller reserves the right to reject any or all bids which are not in his opinion advan- 
tageous to the interest of the State. 

Approving opinion of Honorable John J. Bennett, Jr., Attorney General of the State, as to the 
legality of these bonds and the regularity of their issue will be furnished the successful bidder upon 
delivery of the bonds to him. 

If the Definitive Bonds of this issue can not be prepared and delivered at a time to suit the pur- 
chaser, the State reserves the right to deliver Interim Certificates pending preparation of the Defini- 
a and will endeavor to have these Interim Certificates ready for delivery on or about March 
6, " 

The net debt of the State of New York on February 1, 1935, amounted to $613,190,670.59 which 
is about 2.3 per cent of the total assessed valuation of the real and personal property of the State 
subject to taxation for State purposes. 

Circulars descriptive of these bonds will be mailed upon application to 


MORRIS 8S. TREMAINE, State Comptroller, Albany, N.Y. 
Dated February 19, 1935. 
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to transmit to the House of Represen- 
tatives the following information: The 
names and addresses of all persons and 
corporations with net incomes of $5,000 
or more who own tax-exempt securities 
in the amount of $100,000 or over is- 
sued by the Federal Government; the 
amount of such securities held by each 
such taxpayer for the calendar year 
1933.” 


Repeal of Publicity Provisions of Income-tax 
Returns 


Mr. Copeland, New York on February 4, 
introduced Senate Bill No. 1643 to repeal 
certain provisions relating to publicity of 
income-tax returns contained in section 
55 of the Revenue Act of 1934. The bill 
was referred to the committee on finance. 

Similar bills were introduced by Mr. 
Bacon, New York, February 8, H. R. 
5536, and Mr. Bell, Missouri, February 
12, H. R. 5571. 


Excise Tax on Corporations 


Senator Wheeler of Montana introduced 
S-1941 February 19. This bill is designed to 
raise revenue by levying an excise tax on 
corporations doing business in the United 
States measured by net capital returns. 

The bill provides that for each taxable 
year including any fraction thereof, as de- 
fined in Sec. 48(a) of the 1934 Revenue Act, 
beginning on Jan. 1, 1936, there shall be im- 
posed upon every corporation with respect 
to carrying on or doing business for any part 
of such year, an excise tax at rates prescribed 
below: 

2% upon the amount of net capital return 
in excess of $3,000,000 and not in excess of 
$3,500,000; 4% upon amount of net capital 
return in excess of $3,500,000 but not in ex- 
cess of $4,000,000; 6% in excess of $4,000,000 
but not in excess of $5,000,000; 8% in excess 
of $5,000,000, but not in excess of $6,000,000; 
10% in excess of $6,000,000 but not in excess 
of $8,000,000; 12% in excess of $8,000,000 but 
not in excess of $10,000,000; 14% in excess 
of $10,000,000 but not in excess of $14,000,- 
000; 16% in excess of $18,000,000 but not in 
excess of $26,000,000; 20% in excess of $26,- 
000,000 but not in excess of $34,000,000; 22% 
in excess of $34,000,000 but not in excess of 
$50,000,000 and 25% in excess of $50,000,000. 

The bill provides also that a corporation 
will be presumed to be carrying on or doing 
business within the meaning of paragraphs 
(a) and (b) of the section above referred to, 
if it receives income from any source, holds 
property, including stock in other corpora- 





tions, or engages in any business transac- 
tions. The tax shall not apply to any corpo- 
ration enumerated in Sec. 101 of the 1934 
Revenue Act—any corporation which is a 
common carrier or carrier subject to the pro- 
visions of the Communications Act—any cor- 
poration which is an association entered into 
solely for the purpose of engaging in export 
trade and actually engaged in export trade— 
any corporation which is incorporated or or- 
ganized under the China Trade Act—any 
banking corporation or association which is 
a member of the Federal Reserve System— 
any corporation which is an agency or in- 
strumentality of the U. S. or of any State 
—any corporation, the major part of the 
business of which consists in and at least 
75% of tangible assets of which are engaged 
in transporting by water goods and/or pas- 
sengers between any part of the U. S. and 
any place outside thereof and/or between 
any place subject to the jurisdiction of the 
U. S. and any foreign country. It would au- 
thorize the Federal Trade Commission to 
make a study and investigate the relation, 
in the various types of business enterprises, 
of the total resources of a corporation as to 
its efficiency, with a view to determining the 
differences in the desirable maximum size of 
corporations according to differences in 
classes of businesses and make a report 
thereof to Congress on or before January 1, 
1937. 


Additional Jurisdictions Would Be Given 
Board of Tax Appeals 


Mr. Barkley, Kentucky, introduced S-1287 
January 31. This bill would confer addi- 
tional jurisdiction on the United States 
Board of Tax Appeals. The bill provides 
that in all cases where the taxpayer has 
applied for the determination of his excess- 
profits-tax liability for any year and the 
Commissioner of Internal Revenue has 
denied the application or has made a de- 
termination of excess-profits-tax liability in 
an amount deemed by the taxpayer to be 
excessive, the taxpayer may present his 
petition to the Board, asking for review of 
the determination, even where no deficiency 
in tax is asserted, and the Board shall have 
jurisdiction to review the action of the 
Commissione~ and to determine the excess- 
profits-tax 1, ‘lity and the amount of over- 
payment, if ...y. Such amount shall, when 
the decision of the Board becomes final, be 
credited or refunded to the taxpayer. 


Unemployment Insurance 


On February 8 Mr. Ramsbeck, Georgia, 
introduced HR-5545, designed to alleviate 
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the hazards of unemployment, to establish 
a Federal Unemployment Insurance Board, 
and to raise revenue. In this bill the term 


“‘employee’ means any person, including 


aliens and minors, employed for hire by an 
employer in an employment subject to this 
act, except any person employed at other 
than manual labor, at a rate of wages of 
more than fifty dollars a week.” The bill 
does not provide for inclusion of “(a) em- 
ployment as a farm laborer; (b) employ- 
ment in the personal or domestic service of 
an employer having less than four em- 
ployees engaged in such service; (c) em- 
ployment of an employee by his spouse or 
minor child. “Wages” means every form of 
remuneration received by an employee from 
an employer. * * * ” 

The following is one of the disqualifica- 
tions: “No benefits shall be payable to an 
employee who has lost his employment or 
has left his employment by reason of a 
strike or lockout in the establishment in 
which he was employed, so long as such 
strike or lockout continues, or who refuses 
to accept an offer of employment for which 
he is reasonably fitted by training and ex- 
perience, including employments not subject 
to this act. * * *” 

The bill provides “Benefits shall be pay- 
able on account of total unemployment after 
the specified waiting period, at the rate of 
50 per centum of the employee’s full time 
weekly wage, but not to exceed a maximum 
of twenty-five dollars per week.” 


Investigation of Telephone Companies 


S J Res. 46 would authorize and direct in- 
vestigation of the American Telephone and 
Telegraph Company and all other telephone 
companies. The resolution is designed to 
develop a basis for rate investigation both 
intrastate and interstate. 

On February 14 the House Committee on 
Interstate and Foreign Commerce submitted 
a favorable report on H J Res. 139 which 
would authorize an investigation of the 
American Telephone and Telegraph Com- 
pany and all other telephone companies. 


United States Savings Bonds Authorized 


Public Act No. 3, signed by the President 
February 4 and now law, w'. =h was House 
Bill No. 4304 introduced Ja “ry 21, by Mr. 
Doughton, North Carolina, ‘authorizes the 
Secretary of the Treasury to increase the 
amount of ortstanding federal obligations by 
approximately 12 billion dollars. This debt 
can be evidenced either in bonds, certificates 
or treasury bills to be issued from time to 
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time as the funds are needed. Among other 
methods of distribution, the Secretary of the 
Treasury is to issue “United States savings 
bonds,” using the postal service or any other 
agency for distribution. These particular 
bonds are to be sold on a discount basis to 
mature in not less than ten and not more 
than twenty years from the date of issue and 
may be redeemed before maturity. They 
shall yield not in excess of 3 per cent per 
annum compounded semi-annually and sold 
in denomination of $25.00 or more. No one 
person may own in the aggregate more than 
$10,000 of such bonds issued in any one year. 
The postal savings system is authorized to 
permit the withdrawal of deposits on less 
than sixty days’ notice by those depositors 
who intend to use the withdrawals for the 
purchase of these savings bonds. 


Functions of Reconstruction Finance Cor- 
poration Extended Two Years 


Senate Bill 1175 introduced by Mr. 
Fletcher, Florida, passed by both Senate 
and House, was signed by the President 
January 31 and is now law, to be known 
as Public Act No. 1. This act extends the 
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functions of the Reconstruction Finance 
Corporation for a period of two years, and 
authorizes loans for a term as long as ten 
years, with maturities up to January 31, 
1945. It also broadens the Corporation’s 
powers to make loans to industry against 
advances “so secured as to reasonably 
assure repayment.” The former require- 
ment was “adequate security.” Under the 
present law permission is granted to buy 
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railroad obligations under reorganization 
proceedings with the approval of the 
I. C. C.; to purchase the assets of closed 
banks under certain conditions; to increase 
authorized investments in preferred stock 
and capital notes of insurance companies; 
to buy stock in mortgage loan companies 
and similar financial institutions, and to 
continue the Commodity Credit Corporation 
and the Export-Import Bank. 


Eccles Discusses Objectives of Proposed Banking Bill 


ARRIMER S. ECCLES, Gov- 
M ernor of the Federal Reserve 
Board, outlined in part his con- 

ception of the objectives of the proposed 
Banking Bill of 1935, in his address Feb- 
ruary 12 before the annual Midwinter 
meeting of the Ohio Bankers Association, 
held at Columbus, Ohio. He confined his 
remarks, however, to “the general philos- 
ophy underlying the bill as a whole,” as 


applied to but two of the “four main ob- 
jects” which the measure is intended to 
accomplish. These four objects he de- 


scribed as follows: 

First, “to make the banking system a 
more efficient instrument for the promo- 
tion of stable business conditions in the 
future.” 

Second, “to bring our banking system 
into closer conformity with modern con- 
ditions and, more immediately, to aid in 
business recovery.” 

Third, “to make certain rather funda- 
mental changes in the law relating to de- 
posit insurance in order to make the 
system sounder and more equitable.” 

Fourth, “to correct various inequali- 
ties, ambiguities, and abuses that have 
developed in the banking system in the 
course of time.” 

“Tf there is one thing that to me seems 
clear,” Mr. Eccles said, “it is that, un- 
less conscious effort is made to prevent 
them, booms and collapses will continue 
to recur in capitalistic democracies. It 
also seems evident to me that neither 
capitalism nor democracy can survive 
another depression of the magnitude of 
the one from which we are just emerg- 
ing.” 

Taking up the question of monetary 
control, Mr. Eccles asserted that the op- 


eration of the banking system, left to 
itself with no conscious effort of control, 
tends to intensify rather than to counter- 
act business fluctuations. 

He made it clear that he was not ar- 
guing for a “highly centralized control 
of all banking activities.” The adminis- 
tration of certain interests, he said, could 
obviously be handled more efficiently 
locally, whereas others could be handled 
more efficiently on a national scale. 

“We should consider each case on its 
merits,” he continued, “and provide for 
local control or national control, which- 
ever is in the public interest.” 

He explained ‘the operation of this 
principle as follows: “Banks in this 
country perform two main services. They 
act as middlemen for the investment of 
a substantial portion of the community’s 
savings, and, through the provision of 
checking facilities, they supply the bulk 
of the community’s means of payment. 
So far as the investment of savings and 
the determination of individual credits 
are concerned, chief reliance must rest 
on the judgment and knowledge of the 
individual banker. 

“When we come to the second function 
of banks—namely, that of providing the 
community’s money supply—a different 
-ange of factors must be taken into con- 
sideration. The effect of variations in the 
supply of money is nationwide and can- 
not be localized. * * * The formulation of 
monetary policy should be by a body 
which represents the nation, and which 
is activated by national considerations. 
It is inconceivable that variations in the 
community’s money supply should be left 
to the individual decisions of some fif- 
teen thousand local bankers. It is scarcely 
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more logical that the variations should 


reflect uncoordinated decisions of the | 


twelve Federal Reserve banks.” 


In describing the “dilemma that faces | 


the banks,” Mr. Eccles said, in part: 


“What we want to accomplish is to | 
make it possible for banks, without aban- | 
doning prudence or care, to meet local | 
needs both for short and for long time | 
funds. We want to make all sound assets | 


liquid by making them eligible as a basis 


of borrowing at the reserve banks, and | 


then to use the powers of monetary con- 
trol in an attempt to prevent the recur- 
rence of national conditions which result 
in radical declines of national income, in 
the freezing of all bank assets whether 
they are technically in liquid form or 


not, and in general unemployment and 


destitution. 


“Let me make myself clear that I do | 
not expect the passage of the Banking | 
Bill of 1935 to solve the problem of the | 
business cycle. What I do expect is that | 


its passage will make conditions more 


favorable for its eventual solution. My | 
own view is that, while through the com- | 
pensatory action of the banking system /& 


much can be done to eliminate fluctua- 
tions, it will be necessary for the govern- 
ment also to help in offsetting and coun- 
teracting rapid expansion and contrac- 
tion of expenditures on the part of the 
community at large. It can do this by 
varying its expenditures and by the use 
of the taxing power in securing a better 
distribution of income.” 


New Banking Bill Criticized By 
Thomas M. Steele 


The Administration bill now before 
Congress was characterized by Thomas 
M. Steele, president of the First Na- 
tional Bank & Trust Company of New 
Haven, Conn., as largely a “well worked 
out plan to destroy the remaining inde- 
pendence of the Federal Reserve Banks,” 
in his recent address before the Connec- 
ticut Bankers Association. 

“Our Federal Reserve system,” Mr. 
Steele said, cannot by any possibility 
have the necessary freedom of action 
when the course of those nominally in 
control is determined by considerations 











| efficient 
| fiduciary representation in 


SAN DIEGO 


CALIFORNIA 


UNION TRUST COMPANY 


of San Diego 
Oldest Trust Institution in the City 
FIDUCIARY SERVICE EXCLUSIVELY 
NO SECURITIES FOR SALE 


John F. Forward, Jr. Albert G. Reader 
President Trust Officer 


Affiliated With 





UNION TITLE INSURANCE COMPANY 
Oldest and Largest Title Company in San Diego 








of political expediency or by current 
theories as to political or social needs. 
Such determination is inevitable in any 
system dominated by current political 
appointees.” 

Mr. Steele said also that “Of all the 
duties which face bankers and thought- 
ful men in every class today, the duty of 
insistence upon an end to waste and un- 
wise spending stands at the top.” 


Handling Coupons From Bonds 
Held in Safekeeping 


The method of handling coupons 
clipped from bonds held in safekeeping by 
the Federal Reserve Bank of Minneapolis 
is described as follows by M. E. Lysen, 
manager, accounting department. 

“Securities held for safekeeping are re- 
corded on ledger cards which are tabbed 
for each month. In order to distinguish 
securities having coupons maturing between 
the 1st and the 15th of the month from 
securities having coupons maturing from 
the 16th to the end of the month, we use a 
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special tab, this special tab being used for 
the latter half of the month. As we hold 
securities in safekeeping exclusively for 
member banks, with the exception of those 
pledged as collateral to the Reconstruction 
Finance Corporation, the Treasury Depart- 
ment and other governmental agencies, we 
maintain duplicate security records, one set 
in the Operating Department and the other 
in the Audit Department. This arrangement 
enables the Audit Department to verify 
securities held in safekeeping without the 
use of the Operating Department’s records 
and to reconcile the safekeeping liability on 
tracers received from bank examiners, 
auditors, etc., from the records maintained 
in the Audit Department. 

“The bookkeeper in the Securities De- 
partment prepares requisitions authorizing 
the vault custodian to clip coupons from 
safekeeping securities. These requisitions 
are prepared twice each month sufficiently 
in advance to present the coupons to paying 
agents at the maturity dates. The requisi- 
tions are prepared on a multiple copy form 
which provides an advice of credit for the 
maturing coupons to the depositors, a credit 
entry for our bank books, a copy for use of 
the Collection Department, a copy for the 
Audit Department, and a copy on which the 
vault custodian obtains a receipt from the 
Collection Department. Other forms with a 
somewhat similar set-up are used where 
coupons are forwarded to another bank for 
credit of a depositor, or where the coupons 
are returned to the depositing bank. The 
Audit Department accounts for all requisi- 
tions by number as the forms are serially 
numbered. As the security records reflect 
the amount of the coupons, we are able to 
indicate on the requisition the principal 
amount of the bonds from which the coupons 
are to be detached as well as the coupon 
amount. As we use a National Cash Ellis 
Model machine the coupon amount is totaled 
in the same operation. After the requisitions 
have been prepared, typists prepare coupon 
envelopes for each security listed on a requi- 
sition. After the coupons have been clipped 
and verified by the vault custodians, the 
coupon envelopes are sealed so that the 
Collection Department signs for sealed 
coupon envelopes and they are not required 
to verify the contents. Because of the vari- 
ance in coupon amounts of Government 
securities for different periods, the coupon 
amount is not inserted when the requisition 
is prepared but is entered by the vault cus- 
todians when the coupons are actually 
clipped. The vault custodians in clipping 
coupons with the use of these requisitions 
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initial the requisition and the amount is 
verified by one of the members of the vault 
team. After each clip the security book- 
keeper uses the receipts from the Collection 
Department to ascertain that all maturing 
coupons for the period are clipped. With the 
large number of transactions handled this 
is essential as the requisitions must be pre- 
pared in advance and there are constant 
changes between the date of preparation of 
the requisitions and the maturing coupon 
dates. 

“Upon receipt of the requisitions and 
coupon envelopes, the Collection Department 
is able to consolidate in one collection letter 
similar coupons held for the various banks, 
using the requisition numbers for cross ref- 
erence. 

“There is a wide difference of opinion 
among auditors as to the extent to which 
they should verify that maturing coupons 
are properly credited or disposed of in 
accordance with the instructions of depos- 
itors. The problem is not as serious in the 
Federal Reserve banks as in commercial 
institutions as the majority of the coupons 
are credited to the depositing banks and 
are clipped from _ securities which are 
owned by the banks with the exception of 
collateral held for the Reconstruction Fi- 


nance Corporation, etc. As most member 
banks will anticipate credit for maturing 
coupons, the failure to properly credit will 
be brought to our attention very shortly. 
“Coupons clipped from safekeeping secur- 
ities are credited to the depositor’s account 


subject to payment. Credit for coupons 
which are not: paid is reversed by charging 
the bank’s account. In a number of instances 
we desire to obtain final payment on the 
maturing coupons before passing credit, and 
in these instances we handle the coupons on 
a collection basis, using similar multiple 
copy requisition forms except that the ad- 
vice of credit to the depositor and the credit 
entry for the Bookkeeping Department are 
not used. 

“IT am of the opinion that commercial 
bank auditors should make test checks of 
the proper disposition of coupons clipped 
from safekeeping securities periodically or 
on different accounts for each period. With 
the large number of customers who do not 
provide a satisfactory check on the proper 
accounting for coupons clipped from securi- 
ties held, there is danger of defalcations 
unless internal checks are provided. In too 
many instances reliance is placed upon the 
protection afforded by the bank’s blanket 
bond or other similar coverage and the 
handling of securities under dual control.” 
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SURVEY OF REAL ESTATE MARKET 


Rapid Absorption of Space Reported by National Association of 
Real Estate Boards — More Active Market in 68% of Cities Covered 


ISE of real estate selling prices, 
R especially in cities of over 500,- 

000 population, a more active 
market in cities all over the country, 
rapid absorption of residential space in- 
cluding apartment space, and some meas- 
urable return of capital to real estate 
mortgage investment are shown in the 
twenty-fourth semi-annual survey of the 
real estate market, made by the National 
Association of Real Estate Boards, re- 
leased February 10. The survey covers 
268 cities. Statistical details and conclu- 
sions as given in the survey, follow: 


Actual shortage of single family dwellings 
has been reached in more than half the cit- 
ies reporting (53%). No over-supply re- 
mains in any city of more than 200,000 
population. 

Apartment rents are higher thane last year 
in 57% of all cities reporting. They have 
gone up in every city of over 500,000 popu- 
lation. 

Rents for single family dwellings are up 
in 58% of all the cities. Higher rates are 
reported by 88% of the largest cities (those 
of over 500,000 population). 

(Rents for houses are still approximately 
32% below the 1928 level, apartment rents 
still approximately 46% below that level, 
other studies of the Association indicate.) 

Commercial banks, insurance companies 
and other financing agencies are again com- 
ing into the real estate mortgage field. 
Mortgage loans for new home building may 
now be obtained in 51% of the cities. Banks 
are cited as a present source of such loans 
in 24% of the cities; insurance companies 
in 29% of the cities; private investors in 
47% of the cities replying. But only at 
scaled appraisals, in preferred localities or 
at 30-50% of present day valuations, many 
reports add. 

Money supply for real estate financing is 
still deficient, though the complete dearth 
of the past five years has been broken. 

Interest rates for real estate money show 
a tendency to fall. 

A more active real estate market is re- 
ported by 68% of the cities, a less active 
market by only 5% of the cities, while 27% 
report activity on about the same level as 


last year. Increased activity has evidently 
come first in the larger centers. Of cities 
over 500,000 population, 88% show a more 
active market, and none a less active 
market. 

Selling prices have gone up very gen- 
erally in these largest cities, 71% of which 
report higher prices, and none of which 
report falling prices. For cities generally, 
prices are still on last year’s level in 52% 
of the cities reporting, are already higher 
in 35% of the cities, are lower in only 13%. 

Geographically, the South Atlantic section 
leads, with 91% of its cities reporting great- 
er activity; none showing less activity, and 
with 47% of its cities reporting higher - 
prices; none reporting lower prices. 

While single family dwellings show the 
most general shortage, and were the first 
to show up trend in rents, apartment space 
is at present showing the most general rent 
advance. 

Only 5% of all cities reporting show any 
remaining over-supply of single family 
dwellings. Actual shortage is reported by 
53% of the cities, normal balance of supply 
and demand by 42%. Every city of the two 
largest population groups reports either a 
shortage or a normal balance; none show 
any remaining over-supply. Geographically, 
the most general shortage is shown in the 
West South Central group and in the 
Pacific Coast group, in each of which 73% 
of the cities make this report. 

Shortage in apartments is reported in 
30% of the cities, normal supply-demand 
situation in 60%, and an over-supply still 
in 10%. 

Residential rents are very generally go- 
ing up. 

Rents for central business property are 
moving higher in 22% of the cities report- 
ing. They hold to last year’s level in 64% 
and are lower in 14%. Outlying business 
properties are reported lower than last year 
in 17% of the cities, stabilized in 74%, 
higher only in 9%. 

Office building rents lag considerably be- 
hind the business property rents, and while 
predominantly on a level with last year, 
show some tendency to be lower, particu- 
larly in outlying districts. No city of over 
200,000 population reports any higher rents, 
either for central or outlying office property. 
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Wisdom of Referring to Tax Rate Differentials in 
Trust Advertising Questioned—address by Rob- 
ertson Griswold—159-164 


REAL ESTATE: 
Legislative Trends—Federal and State—237-249 


Rule Against Financing Unnecessary Building 
Suggested—excerpts address by Philip A. Ben- 
son—175-176 


Survey of Real Estate Market—Rapid Absorption 
of Space Reported by National Association of 
Real Estate Boards—More Active Market in 
68 per cent. of Cities Covered—251 


TAXATION: 


Legislative Trends—Federal and State—237-249 

Taxation—Federal Estate—Election to Receive as 
Remainderman Held Not Exercise of ‘‘Power of 
Appointment”—U. S. Supreme Court—198-200 


Multiple Taxation by the States—-What Is Left of 
It ?—excerpts art. by Robert C. Brown—‘“Har- 
vard Law Review’’—208-210 


TRUSTS: 


The Development of Restraints on Alienation Since 
Gray—excerpts art. by Richard E. Manning— 
“Harvard Law Review”—205-207 


Wise Giving—excerpts radio addresses by Leonard 
P. Ayres and Ralph Hayes—226 


TRUST DEPARTMENT: 
Developing Trust New Business 


Do Not Let Error Stand Unchallenged—Construc- 
tive Criticism Invited by Trust Companies 
Magazine—187 


Federal Insurance of Trust Deposits—Salient Fea- 
tures of Proposed Act Outlined—excerpts ad- 
dress by L. E. Birdzell—182-183 


Federal Reserve Policies in Examining Trust De- 
partments — Discussed by Richard L. Austin, 
Chairman of the Board and Federal Reserve 
Agent, Federal Reserve Bank of Philadelphia— 
130-135 


Estate Analysis of 
Outstanding Importance Not Only to Estate 
Owners but Also to Executors, Trustees and 
Other Professional Advisors—-by R. R. Bixby 
227-230 


Fiduciary Course—-Article 9 


Banking to Be Opened This 
Plans outlined 


Graduate School of 
Summer at Rutgers University 
by Harold Stonier—179-180 


Handling Coupons From Bonds Held in Safekeep- 
ing—by M. E. Lysen, 249-250 


Highlights of Mid-Winter Trust Conference—125- 
128 


Investments—Mortgage in Trustee’s Name and 
Not as Trustee for the Trust Held Not in Com- 
pliance with Pennsylvania Statute—Supreme Ct. 
Pennsylvania, West. Dist.—201-203 


Liability of Decedent’s Estate for Assessment 
Levied Against Shareholders of National Bank 
Stock Previously Transferred to Minors—U. S. 
Supreme Court—196-198 


Legislative Trends—Federal and State—237-249 
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Need of Changes in Examination Procedure Em- 
phasized by Speakers Participating in Sym- 
posium—136-141 


Open Letter to all Trust Men Interested in Devel- 
oping Trust New Business—223 


Opinions on Publication of Trust Statisties—187- 
189 


Personnel Changes in Trust Institutions—-213-220 


Reason for Experimenting with Round Table Dis- 
cussions Explained by Leon M. Little—183-184 


Trust Department Examinations—Chief topic of 
discussion in Mid-Winter Conference Program— 
129-130 


Trust Institution Briefs—221-222 
What Is Practice of Law ?—Corporate Fiduciaries 


Warned Not to Rely Fully on Definitions Found 
in Agreements or Statutes Public Welfare 


Should Be Final Test—article by Glen B. Win- 
ship—191-194 


Wide Extension of Trust Services—excerpts ad- 
dresses Mid-Winter Trust Conference—143-144 
WILLS: 
Probate— 
Legislative Trends—Federal and State—237-249 


Limitations Over On Dying Without Issue and 
the Abolition of Estates Tail—excerpts art. by 
Henry A. Shinn—“Virginia Law Review’’—207- 
208 


Taxation — Federal Estate — Election to Receive 
as Remainderman Held Not Exercise of ‘‘Power 
of Appointment’—U. S. Supreme Court—198- 
200 


Wills Recently Probated—235-236 


BANK AND TRUST COMPANY ADVERTISEMENTS 


CALIFORNIA 
Los Angeles 


California Trust Company 

Citizens National Trust & Savings Bank 
Security-First National Bank of Los Angeles 
Union Bank & Trust Company 


San Diego 


Union Trust Company of San Diego 


San Francisco 


Bank of America N. T. & S. A. 


Crocker First National Bank 


DISTRICT OF COLUMBIA 
Washington 


Washington Loan & Trust Company 


GEORGIA 
Atlanta 


Trust Company of Georgia 


ILLINOIS 
Chicago 


Chicago Title and Trust Company 


City National Bank & Trust Company 
50, 225 


Continental Illinois National Bank & Trust Co. 
20 


Harris Trust & Savings Bank 
204 


Northern Trust Company, The 
Inside Front Covers 


MARYLAND 
Baltimore 


Maryland Trust Company 
89, 236 


Mercantile Trust Company 
94, 239 


Safe Deposit & Trust Company 
111, 197 


MASSACHUSETTS 
Boston 


Boston Safe Deposit & Trust Company 
Old Colony Trust Company 
State Street Trust Company 


Springfield 
Springfield Safe Deposit & Trust Company 


MISSOURI 
St. Louis 


Mercantile-Commerce Bank & Trust Company 
1, 121 
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St. Louis Union Trust Company 


NEW JERSEY 
Jersey City 


93, 161 


New Jersey Title Guarantee and Trust Company 


Plainfield 
Plainfield Trust Company 


NEW YORK 
Brooklyn 


Brooklyn Trust Company 


New York 
Bank of New York and Trust Company 


88 


36, 177 


Inside Back Covers 


Central Hanover Bank & Trust Company 
Chase National Bank 

City Bank Farmers Trust Company 
Corporation Trust Company 

Empire Trust Company 

Fulton Trust Company 

Guaranty Trust Company 

Manufacturers Trust Company 

New York Trust Company 


Title Guarantee & Trust Company 


28, 174 


71 


8, 142 


91, 194 


163 


69, 215 


57 


86 


81 


Inside Front Covers 


United States Trust Company 
Rochester 
Lincoln-Alliance Bank and Trust Company 


Rochester Trust and Safe Deposit Company 


Security Trust Company 


Syracuse 
First Trust & Deposit Company 


OHIO 
Cleveland 


Cleveland Trust Company, The 


OKLAHOMA 
Tulsa 


First National Bank and Trust Company 


4,124 


PENNSYLVANIA 
Philadelphia 


Fidelity-Philadelphia Trust Company 


Girard Trust Company 


Pennsylvania Company 


58 


2, 122 


Back Covers 


Philadelphia National Bank 


Provident Trust Company 


Pittsburgh 
Fidelity Trust Company 


Peoples-Pittsburgh Trust Company 


RHODE ISLAND 
Providence 


Rhode Island Hospital Trust Comp: -v 


VIRGINIA 
Richmond 


First and Merchants National Bank 


Virginia Trust Company 


WASHINGTON 
Tacoma 


National Bank of Tacoma 


CANADA 
Toronto 


Toronto General Trusts Corporation 


OTHER ADVERTISERS 


Bell Telephone System 

Bondex, Inc. 

Commerce Clearing House, Inc. 
Commercial Credit Company 

National Surety Company 

Prudential Insurance Company of America 
State of New York, Comptroller of the 


The Travelers 


158 


14 


107, 231 


84, 193 


241 


104, 247 


117 


113, 147 


153 


245 
173 





